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PRICES ADMINISTRATION HEAD SEES STABLE PRICES 
HK211017 Beijing ZHONGGUO XINWEN SHE in Chinese 1443 GMT 18 Nov 85 


[Report by reporter Li Wei [2621 0251]: "Director of China Commodity 
Prices Administration Speaks on Trends of Market Price'"--ZHONGGUO XINWEN 
SHE headline] 


[Text] Beijing, 18 Nov (ZHONGGUO XINWEN SHE)--On China's trends of market 
prices, Cheng Zhiping, director of the State Administration of Commodity 
Prices, made the ‘ollowing forecast here today: This winter and spring, 
except for the prices of some nonstaple food which will be subject to 
seasonal price rises, market prices will not fluctuate on a large scale, 
and are expected to remain basically stable. Though the scale of price 
rises for nonstaple food is rather great, the annual growth rate of China's 
for retail goods could be restricted price index to about 9 percent. 


His reasons for this are: There are large inventories of food, pork, 
cotton cloth and other major consumer and durable goods; and the state con- 
trols the important economic means for stabilizing commodity prices. 


This was forecasted by Cheng Zhiping in his report on this year's price 
reforms delivered at the 13th session of the 6th NPC Standing Committee. 
In his report, he also said: The State Council has made a point of ensur- 
ing basic stability of commodity prices in the course of price reforms. 


He said that compared to the same period last year, this year's national 
price index for retail goods following the implementation of price reforms 
has increased by 5.6 percent in the first quarter and 8.8 in the second 
quarter, but it was under control in the third quarter. Commodities that 
had their prices increased are mainly fresh, livestock products and non- 
staple food. Prices of grain, oils, cloth and most of the light industrial 
products are basically stable. 


He said that over the months, the State Council has adopted a series of 
measures for stabilizing commodity prices. They include: 


--The production development of major nonstaple food including pork and 
vegetables. By readjusting the situation of demand and supply, the state 
transported vegetables from the south to the north making up for the 








shortage. Some large and medium-sized cities set the ceiling wholesale 
prices for pork, eggs, and vegetables. They also arranged the production 
and supply of more bean products when the supply of vegetables was in the 
off season. 


--The implementation of in-depth and large-scale checkups on commodity 
prices. According to incomplete statistics, between January and September 
this year, the country examined and handled over 160,000 cases of violating 
the pricing discipline, involving more than 30 million yuan of funds being 
fined and confiscated. 


--The implementation of regulations on articles of daily use which are 
closely connected with the people's livelihood. It is stipulated that all 
products which still have a profit after deducting the increased costs of 
raw materials are prohibited from increasing prices, and so on. 


Cheng Zhiping stated that while this year's rise of commodity prices was 
rather great, the real income for most of the households is estimated to 
have increased after deducting the expense due to higher ;rices. He esti- 
mated that this year's average wage for employees throughout the country 
is 17 percent higher than last year (excluding the price subsidy), while 
peasant net income may exceed 10 percent. 


/6091 
CSO: 4006/393 
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JINGJI YANJIU ON ENTERPRISE ACCOUNTING METHODS 
HK100843 Beijing JINGJI YANJIU in Chinese No 10, 20 Oct 85 pp 62-66 


[Article by Zhang Chunyin [1728 4783 7299] of the Graduate School of Economics, 
Chinese Academy of Social Sciences: “All Exp:nditures of an Enterprise Must be 
Included in the Accounts" ] 


[Text] In implementing economic accounting, an enterprise has to use its 
revenues to balance its expenditures. The economic accounting implemented by 
state-run enterprises is by no means comprehensive. Some of the items, which 
should be included in the accounts, have long been ignored and have not been 
included. The introduction of comprehensive economic accounting is a major 
aspect of reform of the economic structu‘e. Comprehensive economic accounting 
means that all of an enterprise's expenditures must be included in the accounts. 
At present, no comprehensive economic accounting is implemented by any enter- 
prise in the country. The problem areas are as follows: (1) Expenditure on 
natu’al resources; (2) Expenditure on labor resources; (3) Payments for pro- 
duc’.ion capital; (4) Invisible wear and tear on fixed assets; (5) Interest on 
bank loans; and (6) Expenditure on geological prospecting. 


(1) Expenditure on Natural Resources 


Natural resources include land, forestry, mineral resources, water, etc. Since 
the founding of the republic the use of natural resources has been free of 
charge. All along we have kept silent about pricing such resources. This 
practice was, in fact, adopted from the Soviet Union which had advocated the 
idea of free use of natural resources, before its economic reform in 1965. 

This had also been regarded as a superiority of socialism. The Russians based 
their idea on Karl Marx's saying, that an object can be of use value though of 
itself it has no value if it is useful without the need of labor. In fact, 

they misinterpreted Karl Marx, who had never said that natural resources nave 

no price at all, but had said only that natural resources have not value because 
they have not gone through the process of human labor. One of the problems of 
our economic accounting [word indistinct] idea that natural resources were not 
created by labor and the objective existence of their value was denied. This 
wes also one of the problems of our price theory. We have to be fully aware 

of the exhaustion of natural resources. Today, many kinds of natural resources 
have been greatly exploited. We are facing a wide shortage of natural resources. 
Under these circumstances, those who use natural resources have to pay. In 








other words, they nave to make payments (or pay rentals). At the same time, 
natural resources also have a price. Not a value price, but a capitalization 

of rentals. The abovementioned idea is cJearly expounded in "Capital." Some 
people who favor the idea of ownership msintain that because of the existence 

of cwnership natural resources have a price. From this point they deduce that 
in a socialist society, in which private ownership has been abolished, all 
natural resources have become public property and price is therefore non-existent. 
Furthermore, the use of natural resources is, of course, free of charge. Th.s 
idea is, however, incorrect. In fact, no matter whether a society is capitalist 
or socialist, once the ownership and the right of use of natural resources are 
separated, they should not be used free of charge. On the contrary, those who 
use them should pay. Through practice we have found that free use of natural 
resources has caused serious effects on our economic life. First of all, it 
causes enterprises to disregard the rational use of natural resources and their 
wastage is aggrevated. Indiscriminate use of natural resources has become a 
common phenomenon in our economy and the ecological balance has been upset. 
Secondly, the economic accounting of an enterprise becomes incomplete owing 

to free use of natural resources. Consequently, the price of agricultural pro- 
ducts and minerals has been on the low side which, as a result, affects the 
costs of the processing industry. What seems to be important and urgent, is 
that we have to make a break with tradition and carry out comprehensive economic 
accounting requiring that all enterprises must pay when using natural resources. 
I believe that paying for natural resources is one of the significant aspects of 
economic reform. I am g,oing to analyse some major natural resources items in 
order to illustrate and justify the inclusion of expenditure on natural resources 
in pricing. 


First of all, let me discuss payments for land. Sales of land have been for- 
bidden since 1952. Although the price of municipal and township land still re- 
mains, it is no longer a selling price, but a price for the calculation of land 
tax. We have been using land free wv’: charge and have sidestepped the issue of 
land price. However, in actual economic life, land taken over by the state or 
land let among units, including land in both rural and urban areas, has a price. 
Furthermore, a price pattern has been formed in large land transactions. The 
objective existence of this economic factor is undeniable. 


My analysis of the economic aspect of land pricing in a socialist econcmy is 
based on the separation of land ownership from the right of use. In a socialist 
economy the occupition, use and control of land are separated from land owner- 
ship. In urban areas, state-run enterprises can only use and control land 
allocated to them. They are not the owners of such land. The state remains the 
landowner. In rural areas, individual agricultural households can only use and 
control land which is, in fact, owned by the socialist collective peasants. All 
municipal factories and shops as well as agricultural households should not use 
the land free of charge. They should instead pay a definite amount of land 
charges (or rentals) which are a contributing factor in land pricing. This 
tallies with Marx's basic theory that land rentals emerge because of the separ- 
ation of land ownership from the right of use. 


To include land in the accounts is a major step towards the profound develop- 
ment of economic accounting. The pricing of products will become incomplete if 








land charges are not included in it. The differentials of land grades are 
another issue. As we all know, land is only a factor of production. It 

creates no value and what is of value is the live labor invested. Land, 
however, has something to do with production. Although the value of land 
remains unchanged in production, the difference in natural conditions naturally 
affects the labor productivity. The quality and geographical location of land 
has much to do with the wealth created through labor. Such differential is 
usually called the differential land rent which plays not only a significant 
role in agricultural production and mining, but a direct role in industrial 
production as well as non-production business management. If land is not 
charged, the inequality in the free distribution of land will become an economic 
inequality. Enterprises using larger quantities of land free of charge, or 
whose location or conditions are good, will certainly gain economic superiority. 
Land rentals help enterprises minimize the quantity and maximize the use of 

iand occupied. 


I shall now discuss payments for minerals. As those for land resources, pay- 
ments for mineral resources such as coal, petroleum and iron have to be made 
because of the separation of ownership from the right of use. The reasons for 
the low recovery rate and abhorrent wastage of minerals are: (1) The pursuit 
of high production and (2) the misuse of minerals. Take coal-mining as an 
example. Our coalfields are made up of thick and thin coal seams. Both seams 
should be mined proportionately so as to strike a balance in coal production. 
Because of the free use of coal and the pursuit of high production, the prac- 
tices of mining thick coal seams and abandoning thin ones and mining some thick 
coal seams while abandoning others has become popular. In otherwords, the 
former practice means that thick coal seams are mined while thin ones are 
abandoned, and the latter means that only two meters of coal is mined from seams 
three to four meters thick while the rest is abandoned. Much coal is abandoned 
or wasted in production. Consequently, the period of service of coal mines is 
shortened. Some coal mines scheduled to serve 30-40 years, serve only 10-20 
years. Despite the promulgation of a series of regulations, wastage cannot be 
avoided unless economic measures are adopted [word indistinct] are charged for. 


Forests are different from land. The number of forests decrease and the 
ecological balance is upset after they are sed. Owing to the long-term indis- 
criminate felling of trees, total forest area has decreased rapidly, adversely 
affecting the ecological balance. Ours is one of the least forested countries 
in the world. The forest area ranks the country 120th among the countries in 
the world. In felling trees in the future, the departments concerned should 
pay the state proper fees, including anti-pollution charges and the cost of 
regenerating the forests. Otherwise, there will be no fund for clearing the 
pollution caused by the shortage of forests. Neither will there be money for 
the regeneration of forests. If this happens, forest resources cannot be 
generated after consumption. 


It should be stated clearly that the payments for natural resources are only a 
redistribution through which a portion is returned from product profits. Such 
payments should not be included in the costs for it is theoretically incorrect 
and dangerous in practice to do so. 








(2) Expenditure on labor resources 


At present, wages are included in the costs of an enterprise while bonuses are 
paid from its profits. In fact, wages should be used to compensate the costs 
of labor reproduction. However, the wages item within production costs has 
failed to fully reflect the entire costs of labor reproduction. 


The costs of training the labor force (particularly complicated labor) are paid 
by the state. College education is almost free of charge to those who receive 
it. So far as the units using labor above college level are concerned, they are 
using it without paying anything. At present, talented personnel of college 
level are a scarce labor force. Enterprises which are using such labor have 

to pay nothing except low monthly wages. This naturally gives rise to the fact 
that enterprises are using talented personnel indiscriminately while being re- 
luctant to transfer them, jeopardizing the enterprises' rational use of 
talented personnel. A serious contradiction will thus emerge. Existing talented 
personnel fail to meet the demands of the four modernizations while this scarce 
labor force is being wasted. Such a problem can be resolved by the implementation 
of comprehensive economic accounting. To be more specific, the flow of talented 
personnel can be improved by either greatly increasing their wages which will 
then cover the training costs, or making the enterprises which are using them 
pay a use ‘large or tax. In this way, the units will not invite unsuitably 
talented personnel to join them, nor will they stop any unsuitably talented 
personnel from being transferred out. Talented personnel should be paid by 
those who employ them. Only in this way can economic accounting be regarded as 
comprehensive. By paying a charge for using talented personnel, an enterprise 
will help the state coordinate all education funds. It is more rational to 
impose a use charge than the graduates’ once-and-for-all "compensatory assign- 
ments" because the amount of compensation for the latter is so great that some 
small and medium-sized enterprises may not be able to afford it. The use charge 
which is to be paid on a monthly basis is a favorable factor in enterprise 
accounting. 


3. Expenditure on Production Capital. 


Overall our economic structure is one in which expenditures and revenues are 
centralized. The enterprises’ production capital is allocated from the state 
budget gratuitously and is not included in the accounts in which expenditure is 
balanced by revenue. However, this practice is incorrect in the extreme, 
bearing in mind that enterprises will indiscriminately and unrestrictedly ask 
the state for capital if they do not have to assume responsibility for the cap- 
ital they use. Worse still, they may not be eager to fully use their technology 
and the equipment provided. Economic losses will be incurred if such equipment 
becomes idle. In sum, the free use of capital is a major factor in indiscrim- 
inate investment and various modes of squandering. In my opinion, one of the 
major ways to carry out comprehensive economic accounting is to instruct enter- 
prises to make payments at a specified rate for the total capital. This in- 
cludes the long-term and huge fixed capital used by them. Through these pay- 
ments for capital the state can recover a large part of the capital from the 
profits of the goods. In this way the enterprises’ use of capital which is 

not originally included will then be included in the accounts. That the Soviet 
Union takes the policy of making payments for capital as epoch-making is not 
unfounded. 








Our country initiated payments for capital on an experimental basis in 1982. 

The pilot scheme ceased as many enterprises were in the red because of these 
payments. Even today, our enterprises still do not make payments for the capi- 
tal they use. I believe that only if the price is fixed in accordance with 
production costs can we successfully introduce payments for capital. Otherwise, 
enterprises whose production costs are high will be unable to pay. I am given to 
understand that payments for capital will commence during the third stage of the 
system of substituting tax payment for profit delivery. If this is true, the 
payments for capital will be moving on the right track. 


Regarding the rate of payments, I think we should introduce different rates, 
as we do when we fix land rentals according to the fertility and location of 
the land. Otherwise, there will be a discrepancy, between the quality of 
technology and equipment, instead of labor. 


4. Invisible Wear and Tear of Fixed Assets. 


There are two problems in the depreciation of fixed assets in existing pro- 
duction costs. First, the depreciation rate is too low. Second, invisible 
wear and tear is not included. I am going to discuss only the second problem 
which has not been fully recognized. Our production costs are incompiete as 
invisible wear and tear is not included. 


Invisible wear and tear is a depreciation in the value of fixed assets caused 

by any technological advancement. It should be treated as an expenditure on 
necessary social labor and be included in the costs so that the value of the 
fixed assets can be compensated for long before they reach the stage of physi- 
cal wear and tear. Only in this way can the total depreciated value of fixed 
assets be faithfully reflected in the costs. There are two different types of 
invisible wear and tear caused by technological advancement. First, owing to 
scientific and technological advancement, when enterprises in an industry have 
used advanced equipment to increase their productivity and lower their con- 
sumption of raw materials and energy. Consequently, their economic results 

are improved. In other words, more is created. The productivity of enterprises 
which are still using backward equipment is relatively weaker and their pro- 
duction costs are greater. In order to be more competitive, they have to re- 
place old and inefficient machines by new and efficient ones. The loss incurred 
by such a replacement is called invisible wear and tear. Second, owing to 
scientific and technological advancement, more and more equipment can be pro- 
duced and the value of such equipment will naturally diminish. Consequently, 
the value of the same type of equipment already in operation will certainly 
depreciate and its original value will be lower than the prevailing market 
price. In view of the rapid development of science and technology, invisible 
wear and tear not only exists but accelerates. Capitalists who run enterprises 
are very sensitive to it. They have to recover their investments in fixed 
assets as quickly as possible through depreciation, or else they will lose 
money. Influenced by traditional small-scale production, we have almost ignored 
invisible wear and tear on machines and equipment and have mistaken it for the 
socialist principle of frugality. No major technical renovation has been 
carried out during the past three decades. Our existing equipment is old and 
outmoded. The longer the equipment is used, the greater the maintenance charge. 








Sometimes, if the equipment is not renovated at an appropriate time, it will 
cost us more to repair it than to buy a new machine. Of the major reasons for 
our failure to improve the use rate of energy and raw materials and the sluggish 
development and uncompetitiveness of our new products, one is that we have been 
unable to actively renovate our equipment and, second, that we have always re- 
paired our outmoded equipment at high cost. Under the old economic structure, 
all profits as well as depreciation charges went to the Ministry of Finance. 
From now on, as our enterprises are carrying out comprehensive accounting, we 
have to pay attention to invisible wear and tear so that (both visible and in- 
visible) wear and tear on our enterprises' fixed assets can be fully compensated 
by depreciation charges in production costs. 


The depreciation rate of invisible wear and tear should vary from department 

to department. For knowledge-intensive departments and those which are ex- 
periencing rapid technical progress such as the electronic industry, or those 
which have a high export rate, we not only have to include invisible wear and 
tear into the depreciation, but also to take note of the international standard 
of invisible wear and tear in a bid to speed up our technical renovation. 
Otherwise, our export departments will lose their competitiveness in the inter- 
national market. For enterprises engaged in mass production, we should not 
ignore their invisible wear and tear, nor should we blindly use the internation- 
al standard as a base to speed up technical renovation. We should, however, 
determine the depreciation rate of invisible wear and tear according to our 
actual situation, our current production and physical conditions. 


5. Interests on bank loans 


In the past, all circulating capital in our enterprises was allocated from the 
state budget. The state has, however, instructed that with effect from 1984, 
all circulating capital to be used by enterprises should be obtained by way of 
bank loans. I beltieve this is the first step in a shift toward comprehensive 
economic accounting. Only in this way can the running of an enterprise be 
assessed. 


Although all current circulating capital in enterprises is made available by 
way of bank loans, there exist two problems. First, fixed interest rates have 
failed to reflect actual financial supply and demand. Second, interest rates 
are too low. Those who get bank loans will surely be in an advantageous posi- 
tion. The situation is, changing, of course, as people nowadays have become 
more and more conscious of these two problems and have continuously tried to 
resolve them. In July, 1985 interest rates on bank loans were readjusted 
slightly by the state. Overall, however, interest rates are on the low side. 


People hold different views on how to include bank loan interest in the accounts. 
The most popular view is that interest should be included in costs. Only by so 
doing can an enterprise be encouraged to be frugal in using capital and can 
accumulation of capital be avoided. This will help an enterprise to carry out 
economic accounting. At present, the state is also considering this. That is 
why all enterprises have included interest on bank loans in costs during the 
past few years. Some people, however, argue that it makes no great difference 
to include the interest in costs as they are paid fromm. So far as economic 








theories are concerned, it matters a lot where the interest is paid from. In 
my opinion, it is incorrect in theory and dangerous in practice to include 
interest in the costs. 


Theoretically, interest is only a part of the profits. It should not fall within 
the realm of c plus v. It is therefore, strictly speaking, impossible for us to 
include interest in the costs, thus treating it as compensatory expenditure. 
Furthermore, to include interest in costs is a dangerous practice. It has been 
proved in actual economic life that an enterprise will not be encouraged to be 
frugal in using capital if interest is included in costs. It should be noted 
that as costs can be made up, an enterprise will not have to assume any respon- 
sibility as long as any bank is willing to grant loans if it includes the 
interest in the costs. This is, in fact, a good example of "eating from the 
same big pot." Enterprises will certainly be encouraged to be irresponsible. 
Economic accounting will not be strengthened if an enterprise includes the 
interest in the costs. On the contrary, the implementation of economic account- 
ing will be impeded. In addition, interest normally makes up a small proportion 
of production costs. It creates very little impact on an enterprise's economic 
results if it is paid from the costs. If the payment of interest is made from 
profits retained by an enterprise, the interest rates and the amount of interest 
will have much to do with the earnings of the enterprise and its workers. In 
such a case, an enterprise will naturally try its best to conserve its circu- 
lating capital, reduce capital accumulation and improve its management. 


6. Geological Prospecting Charges 


Under the traditional economic structure, geological prospecting and mining 
were totally unrelated. It has been proved through 30-odd years of practice 
that this tradition is not without problems. In the past, all geological pros- 
pecting charges were paid from state operating expenses under the system of 
"centralized revenues and expenditures." They had nothing to do with mining 
enterprises. This matter has long been ignored. I maintain that, after an 
enterprise has started carrying out comprehensive economic accounting, part of 
the geological prospecting charges should be paid from the production costs 
while part of them should be paid from state operating expenses. The guiding 
principle is that all such charges should be paid from costs if the prospecting 
is done at the time of production. (In other words, if from the time capital 
construction commences to the initial stage of investment, it is proved that 

the results of the prospecting are basically satisfactory and that an enter- 
prise will not lose business because of its investment in capital construction. ) 
There are times when prospecting is totally futile. Sometimes it may not become 
useful until generations later. In such cases, the charge should not be paid 
from the costs, with the exception of research expenses on geological prospect- 
ing. The charges for prospecting done long before production takes place should 
be paid from state operating expenses. We cannot take this as "eating from the 
same big pot." In summary, charges which are directly related to production 
should be paid from costs. 


The abovementioned six problems are viewed from a comprehensive economic 
accounting standpoint. It is reasonable to include them in the realm of 
economic accounting or, perhaps, pricing. 
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PRC JOURNAL ON ASSESSING INVESTMENT BENEFITS 
HK290207 Beijing JINGJI YANJIU in Chinese No 10, 20 Oct 85 pp 74-77 


[Article by Chen Qizhong [7115 0796 0022] and Zhu Jingyao [2612 2417 1031] 

of the Capital Construction Economics Department within the Hubei Institute of 
Finance and Economics: "The Problem of Assessment Using Investment Benefit 
Indexes"--completed in August 1985] 


[Text] Under socialist conditions, which activity category or sphere invest- 
ment benefit indexes are to be applied to is an important question worthy of 
study. For a long period, our nation's assessment categories for investment 
benefit indexes were restricted to a few direct, easily calculated fields of 
production. As to the social benefits of investment in service industries, 
basic facilities, culture and education, environmental protection, scientific 
research, and other nonproduction fields, there have been no clear standards 
for assessment. However, restricting research and exploration into the ques- 
tion of investment benefits to purely economic phenomena is insufficient. The 
social benefits manifested by investment are also an important component and 
should be considered together with the economic benefits. Thus, the range in 
assessing the benefits of investment extends not only to the sphere of pro- 
duction. It also extends to nonproduction spheres. On the one hand, it in- 
cludes the social benefits of investment in new construction projects and, on 
the other hand, it includes the social benefits of investment in the techni- 
cal transformation of, and the scientific and technical use of, existing pro- 
jects. 


I. The Assessment of the Benefits of Investment in the Sphere of Material 
Production 


The investment activities we engage in are, ultimately, intended to obtain 
material goods for use by the people and to satisfy the various demands of the 
people. In studying the question of investment benefits, the benefits of in- 
vestment in material production fields is the most basic focus of our research. 


In the evaluation of overall social investment benefits, we cannot divorce 
ourselves from specific material production activities or from the calculation 
of labor consumption and labor use in investment projects in various enterprises 
and units. These are the bases for assessing economic benefits. As to the 
creation of material wealth, the major production activities funded by social 
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investment involve the production of materials with use value, and the vast 
majority of state investment is used in the material production sphere. Thus 
the appraisal and assessment of this sphere is extremely important. 


In the assessment of the material production sphere, the first thing we need 

to evaluate is the benefit of the investment in satisfying social demand and the 
demands of the masses. Second, we need to look at labor consumption and labor 
use, as well as the benefits of resource use. The former is a necessary pre- 
requisite for the latter. If the actual use value of products formed through 
investment is very poor or does not conform with the standards required by 
society, even if the benefits, in terms of labor consumption and labor use, 

are good, it will be of no real significance. However, as benefits in terms of 
labor consumption and labor use also condition the raising of benefits in terms 
of satisfying demand, under the conditions of fixed investment indexes, as the 
benefits of the project investment in terms of labor consumption and labor use 
improve, resources are more fully utilized. Of course, it is thus possible to 
create more material products for satisfying social demand. Thus, when asses- 
sing the benefits of investment in the material production sphere, we must pay 
attention to the internal relationships. 


1. The manifestation in a material form, and that in a value form, of useful 
results created in the material production sphere have equally important roles. 
Simply using material indexes to compare economic benefits is not sufficient. 
Although the end goal of socialist production is use value, not value, as a 
measurement of investment benefits, the value form is indispensable. 


2. The economizing of materialized labor and the economizing of animate labor 
are two aspects by which to assess investment in the material production sphere. 
If we wish to evaluate the economic benefits of investment activities, we must 
on the one hand separately assess the degree of economy realized in these two 
aspects, and on the other hand comprehensively examine the sum total of con- 
sumption and use in these two aspects. Under fixed conditions, changes in the 
consumption of materialized labor and animate labor do not form particular 
ratios. Likewise, the degree of change is not the same. The economizing of 
materialized labor is manifested as a saving of production materials used in 
an investment project. The economizing of animate labor, on the other hand, 
is manifested as a saving of labor expenditure on the construction project. 


3. Time factors and space factors have important influence in assessing the 
benefits of investment in the material production sphere. Whatever economic 
benefits are produced by investment activities, all are derived from investment 
activities within a certain period and within a certain scope. Thus, when 
assessing investment benefits, we must study these two factors and establish 
assessment indexes for different periods and different setups in terms of 
space. 


II. The Assessment of the Benefits of Investment in Nonproduction Spheres 
For a long period, the establishment of indexes in terms of benefits has been 


restricted to investment in production sphere projects. The assessment of 
investment in nonproduction sector engineering projects was incomplete. It was 
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often considered that investment in the nonproduction spheres did not directly 
create wealth and thus it was very difficult to set indexes for calculating 
benefits. In fact, construction in the nonproduction sector uses and consumes 
social labor and also has certain selected indexes in terms of social results 
and economic benefits. The benefits of investment in nonproduction spheres are 
still calculated by comparing the social and economic benefits with the total 


amounts of investment consumed and used in achieving these goals. If the social 


and economic benefits in the nonproduction spheres can be directly calculated, 
then it is possible to use fixed prices standards to calculate the service oi 
product quantities realized over a year, as well as the growth of profits 
realized by the investment project. If the benefits cannot be calculated, 
similarly, in accordance with the standards set by the state for improving the 
social environment, targets for increased consumption levels and amounts, as 
well as the requirements in terms of social welfare plans and so on, a compre- 
hensive description can be made and, as far as necessary and possible, this 
can be subject to numerical calculations. 


Investment in the nonproduction spheres is mainly used for improving working 
and living conditions, improving social welfare facilities, guaranteeing the 
health of the masses, raising their knowledge [word indistinct] and more fully 
satisfying the spiritual and cultural needs of society and of individuals. 
Thus, assessing the benefits of investment in the nonproduction spheres not 
only involves looking at investment in production service department projects 
and related engineering projects which guarantee an improved level of material 
life for the people. It also involves looking at investment in departmental 
and related projects which guarantee the development of the masses' physical 
and mental strengths. 


The benefits of investment in nonproduction spheres refers to the amount by 
which social benefits and socioeconomic benefits improve as compared with the 
amount of investment required to achieve this improvement. Using benefit in- 
dexes based on this ratio it is possible to evaluate the benefits of invest- 
ment of nonproduction spheres. 


The basic characteristic of benefit indexes in nonproduction spheres is that 
they are calculated and verified through the benefits of national economic in- 
investment in the nonproduction spheres. These include direct and associated 
economic and social benefits produced by investment in nonproduction spheres. 
In accordance with this characteristic, benefit indexes for investment in non- 
production spheres can be of many types: 1) Material indexes. That is, pro- 
duction capacity or benefits of a service nature which are newly formed by the 
investment. This includes, for example, the production capacity and sales 
capacity formed by the investment of each unit. 2) Quantitative indexes. This 
mainly refers to the adoption, in accordance with the development requirements 
of nonproduction projects, of fixed quota standards for assessing, within a 
certain period, the renewal or construction rates of various projects of a 
service or management nature. For example, this could include the housing area 
completed within a certain period, calculated on a per-capita basis, the 
capacity and degree of convenience of service facilities, and so on. 3) 
Qualitative and performance indexes. This refers to a quantitative analytical 
evaluation based on comprehensive descriptions of some nonproduction projects 
for which it is not possible to calculate quality or performance. This is 
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generally calculated on the basis of the quantity or nature of the key elements 

or characteristics of engineering projects or service quality, together with 
details of population and local conditions in a specific society. It can, for 
example be used for qualitative evaiuation and assessment of housing, tourist 
projects, and health protection projects. 4) Value indexes. In this, the profits 
obtained from service and labor provided by departments and enterprises in non- 
production spheres are used as the basis of calculation. 


In ordinary circumstances, it is difficult to use economic indexes to carry out 
accurate calculation of the benefits of investment in non-production spheres. 
However, in many situatior, by establishing and using some quantitative indexes 
to carry out approximate calculations, it is possible to get a general reflec- 
tion of the investment benefits. 


III. Assessment of the Benefits Derived from Investment in Renewal and Trans- 
formation Projects 


Renewal and transformation in general refers to the renewal of equipment, 
transformation of production technology, technical renewal, the building of 
workshops, and other such production activities in existing enterprises. The 
renewal and transformation of existing enterprises is an inportant means of 
raising investment benefits. Through renewal and transformation, it is possible 
to reform technology, raise the quality and quantity of products, develop new 
products, comprehensively utilize various types of resources, and reduce costs. 
This will thus allow the enterprise to improve its results. Thus, the assessment 
of the benefits of investment in renewal and transformation projects is an im- 
portant question worthy of study. 


Investment of renewal and transformation projects involves the addition of 

labor and investment to the existing enterprise base. In the process of invest- 
ment, the degree of saving in terms of labor consumption and labor use cannot 

in general be precisely assessed. Only after renewal and transformation work 

is completed and a comparison in terms of technology and the new equipment is 
carried out is it possible to reflect this. Thus, the methods and indexes used 
in assessing the benefits of investment in renewal and transformation work have 
their own characteristics. 


The benefits of investment in renewal and transformation projects are compara- 
tive economic benefits. The benefit indexes should be separately established in 
accordance with assessment and evaluation of the aims. First, if the aim of re- 
newal and transformation is to raise the technical level and reduce daily pro- 
duction expenditure, and production quantity does not change, then the benefit 
index can be obtained by comparing the amount saved by cost reduction with the 
amount of renewal and transformation investment required to achieve this re- 
duction. Second, if the aim of renewal and transformation is to increase pro- 
duction and raise product quality, we should obtain the benefit index by compar- 
ing the figures with [word indistinct] for comparative equipment in a newly 
built enterprise, or with the figures for the original enterprise. Third, if 
the aim of the renewal and transformation projects is to raise product quality 
and expand product types, then one of the following two methods should be used: 
1) The benefits obtained by the consumer through the increase in quality will 
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be considered as the economic benefits. At the same time, the amount by which 
growth in total output value exceeds the growth of regular production costs will 
also be considered as an economic benefit. 2) The economic benefits will be 
determined by comparing the amount of investment in expanding product types and 
regular production costs with similar indexes in newly constructed enterprises. 


In the calculation of benefit indexes for investment in renewal and transfor- 
mation, it is necessary to consider not only the direct economic benefits ob- 
tained but also the related, indirect benefits. 


1. The social benefits of investment in renewal and transformation projects. 
These projects use modern technological achievements and advanced experiences 

to change the existing equipment structure and technological functions, over- 
come the situation of outdated technology, and bring into play the potential of 
equipment. Apart from the direct benefits of reduced labor consumption and 

lower costs, this also brings benefits in terms of the rational use of resources, 
improved labor conditions, reduced labor intensity, safer production, and im- 
proved environmental protection. These social benefits are also one of the aims 
of renewal and transformation projects and we should establish appropriate in- 
dexes so that overall evaluation can be carried out. 


2. The additional output value benefits of investment in renewal and trans- 
formation projects. The additional output value referred to is that obtained 
during the period in which renewal and transformation projects can be put into 
full production ahead of new projects of a similar type. This additional value 
is closely linked to the length of time the renewal and transformation project 
can bring its production capacity into play ahead of comparable new projects. 
The longer it takes to bring into play the normal production capacity of new 
comparable projects, the greater will be the additional value of the renewal 
and transformation projects and the greater the benefits. 


Assessing the economic benefits of investment in renewal and transformation 
projects is important and complicated work. The adoption of particular tech- 
nologies in renewal and transformation can have many effects on an enterprise. 
For example, product types can be changed, product quality can be improved, 
labor productivity can be raised, and so on. It can also result in increased 
investment. Thus, in assessing the economic benefits of investment of renewal 
and transformation, we should establish benefit indexes for many aspects. 


IV. Assessment of the Benefits of Investment in Environmental Protection 
Projects 


The benefits of investment in environmental protection are mainly reflected in 
the degree of labor saving achieved in the environmental protection activities, 
and by comparing the social benefits and socioeconomic benefits which are ob- 
tained with the investment funds expended. 


The basic tasks of investment in environmental protection are to guard against 
and control environmental pollution, to maintain ecological balance, to main- 
tain and improve the environment for human labor and life, and to promote the 
rational use of natural resources. The benefits of investment which have to be 
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analyzed are those produceu in three areas: the social benefits, the socio- 
economic benefits, and the benefits in terms of natural resource use. By 
analysis and study, from different angles, of the amounts the state should in- 
vest within a certain period, it will be possible to achieve the best level of 
environmental quality and the best economic results in terms of environmental 
protection. Thus, the assessment of investment in environmental protection 
projects must accord with the characteristics of the investment. 


Because of the environment's all-encompassing nature in terms of space, and 
continuity in terms of time, its influence extends not only to the natural 
world. It also affects overall social ecology and man's actions. It directly 
affects the overall interests of the whole of society and the interests of every 
enterprise, every unit, and every member of society. Because the sources of 
environmental pollution can be affected by over lapping production in various 
areas and because air and water, which are affected by pollution, are fluid, if 
one area is affected by pollution, it will bring harm to other areas as well. 
Thus in considering [word indistinct] of environmental pollution, we must think 
about it in a unified, comprehensive, and wide-ranging manner. If we simply 
rely on partial management and a small number of units, we will not be able to 
resolve the basic problems. The assessment of investment in environmental pro- 
tection involves, apart from indexes which appraise partial benefits, a com- 
prehensive benefit index which will be the most important. These indexes will 
allow us to make a multilevel, multistructured, overall assessment. 


The benefits of investment in environmental protection are mainly calculated 

by assessing differences in various indexes in two situations, one when environ- 
mental protection measures have been taken and one when environmental protection 
measures have not been taken. As environmental protection needs are not the 
same, benefits indicated by the index differentials can also be of various 
types: 1) Direct benefits. That is, the new results which are directly created 
by investment in environmental protection. This reflects the degree of growth 
in various economic indexes as compared to the situation prior to the implemen- 
tation of the environmentai protection measures. These can be calculated from 
the growth of profits or the reduction of costs after the adoption of the en- 
vironmental protection measures. 2) Additional benefits. That is, benefits 
brought by preventing losses through environmental pollution. The advantage of 
this investment is not in raising production, but in preventing or reducing 
production decreases which would have resulted from pollution. Thus, the 
additional benefits are mainly calculated on the basis of economic benefits 
obtained by avoiding losses, as well as the reduced amount of investment required 
by the state due to the improved environment. 3) Comprehensive benefits. That 
is, the benefits of investment in environmental protection looked at in a unified 
way from political, economic, and technological angles. For example, the pro- 
tection of natural landscapes, cultural relics, and biological species falls 
into an economic category which transcends environmental protection. The 
economic benefits which derive from such measures are very difficult to assess 
precisely. In addition, such measures also have social benefits which cannot 

be ignored. Thus, in the assessment of comprehensive benefits, apart from 

using differences in various indexes brought about by changes in the investment 
area, we should also use some derived calculation formulas so as to be able to 
carry out descriptive calculations of the various benefits. In general, the 
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comprehensive benefit indexes can be calculated using the economic income 
derived from the rational use of natural resources. 


In brief, in the assessment of the economic benefits of investment in environ- 
mental protection projects, we should, in accordance with the characteristics 
of the environmental protection project in which the investment is being made, 
establish an appropriate system of indexes. Thus, in a scientific and overall 
way we will be able to assess the benefits of investment. In the new situation 
of economic development, the benefits of investment in environmental protection 
projects cannot be overlooked. Rather, they should be given great attention. 
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FUJIAN GOVERNOR ON FOREIGN ECONOMIC RELATIONS 
OW160531 Fuxhou FUJIAN RIBAO in Chinese 3 Dec 85 p l 
[Dispatch by correspondent Shi Zhengping] 


{Excerpts] Speaking at a provincial forum on foreign economic relations and 
trade which recently ended, provincial Governor Hu Ping stressed that to 
create a new situation in foreign economic relations and trade, it is neces- 
sary to boldly emancipate our thinking, be pioneering and enterprising, estab- 
lish four new concepts, and pay attention to four areas. 


While fully affirming Fujian's important achievements in foreign economic 
relations and trade since the 3d Plenary Session of the llth CPC Central Conm- 
mittee, Governor Hu Ping pointed out that in the new situation, it is neces- 
sary to have a correct guiding ideology as well as unified thinking. Ideo- 
logically, we must establish four concepts. First, we must establish a con- 
cept of the overall situation. Without unified principles, policies, coor- 
dination, and action, our work in foreign economic relations and trade cannot 
succeed. 


Second, we must establish a concept of results. Expanding exports, importing 
technology and equipment, and using foreign capital are all for the purpose of 
achieving economic results, accumulating more capital, and earning more foreign 
exchange. 


Third, we must establish a pioneering concept. Besides continuing to develop 
original products, resources, markets, and measures that we already have in 
foreign economic relations and trade, we must also continue to be pioneers in 
discovering new resources, developing new products, and opening new markets. 


Fourth, we must establish a concept of making more constributions to the 
state. 


Governor Hu Ping emphatically vointed out that to create a new situation in 
foreign economic relations and trade, we must pioneer new approaches. First, 
we must pay attention to investment and development while promoting foreign 
economic relations and trade. We must build export commodity bases by way 
of direct investments and development, thereby bringing into full play the 
multifunctional role of the departments of foreign economic relations and 
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trade; they must not only do business but must also engage in development 

and participate in direct investments. Second, we must closely integrate 

the work of foreign economic relations and trade with Overseas Chinese af- 
fairs. In this regard, we must make use of the economic development. in the 
homeland of Overseas Chinese; we must use direct investments of Overseas 
Chinese to open up new markets and develop new areas of foreign trade. In 
developing the economy of the homeland of Overseas Chinese, we share a common 
desire with them. Third, we must take a new approach in integrating develop- 
ment, trade, and compensation development with promoting foreign economic 
relations and trade. Fourth, we must integrate commodity export with the 
export of labor and undertaking construction abroad. We must use contracted 
construction projects to spur on the export of labor, machinery, and sets of 
medium-sized and small equipment. 


Governor Hu Ping also cal)ed on party committees and governments at all levels 
to strengthen their leadevship over foreign economic relations and trade, 
coordinate the work of foreign economic relations and trade with other work, 
and intensify braining of foreign economic relations and trade personnel to 
raise their quality. 
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HUBEI TELEPHONE CONFERENCE ON LARGE-SCALE INSPECTION 
HKO40904 Wuhan Hubei Provincial Service in Mandarin 1100 GMT 2 Dec 85 


[Excerpts] Yesterday evening, the provincial people's government held a 
telephone conference to put forward specific demands on further and deeply 
doing well in grasping large-scale inspection of taxation, financial affairs, 
credit, commodity prices, and foreign exchange. Governor Huang Zhizhen and 
(Wang Xingran), head of the Work Group of the State Council, spoke at the 
conference. 


In his speech, Huang Zhizhen affirmed the achievements in all aspects of 
large-scale inspection work at the preceding stage, commended units which 
had done large-scale inspection work well, and pointed out the existing 
problems. He put forward four demands for all aspects of future large- 
scale inspection work: 


1. It is necessary to enhance further the understanding of the significance 
of large-scale inspection and to correct the attitude toward it. CPC com- 
mittees and governments at all levels must seriously study the documents of 
the central authorities and the province on large-scale inspection and 
include large-scale inspection in the important contents of party rectifica- 
tion. 


2. It is essential to do a good job in large-scale inspection of the five 
activities mentioned earlier. CPC committees and governments in all places 
must grasp inspection in an all-round way, and do it thoroughly and to the 
end. All departments must closely coordinate with one another. 


3. The inspection of specialized trades must be stepped up. It is demanded 
that in the inspection of the specialized trades, not less than 40 percent 
of enterprises paying taxes and not less than 60 percent of financial enter- 
prises must be inspected. These two quotas must be fulfilled. 


4. It is imperative to step up the depositing of money collected with the 
treasury. 


Comrade (Wang Xingran) proposed: At the stage of large-scale inspection 
completely and penetratingly carried out, it is demanded that three aspects 
of work be done well: 
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1. It is necessary to step up inspecting the specialized trades deeply, 
thoroughly, and completely. 


2. It is essential to step up the prompt depositing of money collected 
with the treasury. All monies which should be collected must be promptly 
deposited with the treasury. 


3. The financial system must regard their branches as a unit and formulate 
plans for repaying loans and enlivening funds. 


Comrade (Wang Xingran) pointed out: It is imperative to eliminate the idea 


that large-scale inspection has been almost finished, to get rid of war- 
weariness, to overcome slackness, and to win a total victory. 
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10 MAJOR CHANGES SEEN IN TIANJIN'S URBAN ENVIRONMENT 
HK121319 Beijing ZHONGGUO XINWEN SHE in Chinese 1410 GMT 1l Dec 85 


[Text] Tianjin, 11 Dec (ZHONGGUO XINWEN SHE)--Tianjin Mayor Li Ruihuan 
declared at a meeting yesterday: After several years of hard work, 10 major 
changes have taken place in Tianjin's urban environment. 


The 10 major changes include: 


-~Seventy percent of the buildings in Tianjin City were destroyed in the big 
earthquake in 1976, so temporary housing estates were built all over the 
city. Many people have lived since then in the “triple jump pits," which 
resulted in the houses being lower than the courtyards and the courtyards 
being lower than the road. The temporary housing estates used to flood after 
each heavy rain. Today, all the temporary housing estates have been torn 
down and new buildings have been built. On average, more than 3 million 
square meters of new buildings are built each year. 


--New parks have been built along the banks of the Hai He and trees have been 
planted in the small courtyards between the buildings. The number of trees 
in the city doubles each year. 


--There used to be a strange saying in Tianjin: "Vegetables are salted by 
the tap water."' Since the Luo He was diverted to Tianjin, Tianjin has had a 
stable source of water and the people of Tianjin have been able to drink 
fresh and clean water. 


--As China's major industrial city, Tianjin has long lacked proper treatment 
for its industrial sewage and its domestic sewage has not been able to find a 
proper way out of the city. In some parts of the city, the polluted water 
overflows and the smell is bad. Today, the new sewage treatment plant built 
in the western suburbs of the city can new treat one-fourth of Tianjin's 
sewage. 


--Many scenic spots and historical sites in the city have experienced much 
wear and tear in the course of time and are showing signs of age. Some small 
Western-style houses in the former concessions have long been in need of re- 
pairs and have changed beyond recognition. Today, the Old Great Wall in 
Suxian County has been repaired and looks as dignified as it was in the past. 
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The Tianhou Palace, the Wen Temple, the Lizu Hall, and the Guangdong Club 
have been repaired and look like new. The construction of the ancient 

Cultural Street, which is a copy of the Ching Dynasty architecture, will 
soon be completed and the street will be opened to the public. The small 


Western-style houses will again look as elegant as they used to be after 
they are revaired. 


/9274 
CSO: 4006/4211 
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PROVINCIAL AFFAIRS 


HUNAN ADOPTS MEASURES FOR DEVELOPING MACHINE-BUILDING ENTERPRISES 
HKO90819 Changsha Hunan Provincial Service in Mandarin 1100 GMT 5 Dec 85 


[Text] The provincial government. has approved a report by the provincial 
machine-building department on guiding and supporting the development of 
machine-building enterprises in towns and townships. ‘The government has 
adopted 10 measures to support the development. 


The provincial government urged machine-building departments at all levels 
to really strengthen their guidance of the machine-building industry in 
towns and townships in planning and policy formation. They should help the 
enterprises in the area by providing information, so as to help them decide 
on the direction of investment, and on such business matters as product. de- 
sign, production, sales, and technical services. 


The provincial government stressed that they should greatly develop the 
distribution of products and promote cooperative production between the stafe- 
run enterprises and town and township enterprises. In accordance with the 
principle of volunteerism and mutual benefit, they should strive to promote 
the products by meeting the needs of the cities. Taking the state-run 
nachine-building enterprises as the focal points, they should organize 

the town and township enterprises. 


In addition, in order to support the development of machine-building industry 
in towns and townships, the provincial government has adopted preferential 
treatment for the supply of raw materials and taxation. 


/9274 
CSO: 4006/421 
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PROVINCIAL AFFAIRS 


JIANGXI PEOPLE'S CONGRESS ENDS SESSION 8 DECEMBER 
0W090937 Nanchang Jiangxi Provincial Service in Mandarin 1100 GMT 8 Dec 85 


[Excerpts] The 14th Session of the 6th Jiangxi Provincial People's Congress 
Standing Committee, which lasted 7 days, ended on the afternoon of 8 December. 


Wang Zemin, vice chairman of the provincial People's Congress Standing Com- 
mittee [PCSC], presided over the meeting. Attending the meeting were Wang 
SHufeng, chairman of the PCSC; and Liang Kaixuan, Huang Xiandu, Peng Shengxi, 
and Liu Bin, vice chairmen of the PCSC. 


The meeting unanimously adopted a decision to revise the tentative measures 
for personnel appointments and dismissals in the Jiangxi PCSC, and approved 
several appointments and dismissals. 


At the meeting, Wang Shufeng, chairman of the PCSC, delivered a speech on 
strengthening economic legislation and popularizing legal knowledge. 


He said: Since its founding in December 1979, the PCSC has formulated and 
promulgated 32 local decrees and important resolutions, including 13 economic 
decrees and resolutions on economic affairs. This shows that the groundwork 
has been laid for economic legislation in our province. However, we should 
realize that this is till far from meeting the demands of economic development 
and reform of economic system. We should put greater emphasis on this work. 


Wang Shufeng said: Regarding the work of popularizing legal knowledge among 
the masses, at the end of last year, the PPCSC adopted a resolution on popu- 
larizing legal knowledge and approved the Main Points for Popularizing Legal 
Knowledge Among Citizens in Jiangxi in the Next 5 Years proposed by the 
provincial People's Government. This has contributed much to legal propaganda 
and education in our province. In the next few years, popularizing legal 
knowledge should become an important work of the People's Congress. 


Attending the meeting were Jiang Zhuping, vice governor; (Li Yun), president 
of the provincial Higher People's Court; Wang Shuheng, procurator general of 
the provincial People's Procuratorate; responsible persons of the PPCSC of 
the cities under the provincial jurisdiction, the countries, cities, and dis- 
tricts; as well as responsible persons of liaison offices of the PPCSC in all 
localities. 


/9274 
cso: 4006/421 
24 











JPRS-CEA~-86-004 
9 January 1986 


PROVINCIAL AFFAIRS 


BRIEFS 


SHANGHAI ECONOMIC LAW MEETING--The municipal government's Economic Laws and 
Regulations Research Center called the first meeting of its staff members 
on the morning of 3 December. Mayor Jiang Zemin attended and spoke at the 
meeting. He said: Along with the progress in economic structural reform 
and opening to the outside world, economic laws and regulations are playing 
a more and more important role. In intensifying macroeconomic control and 
giving greater flexibility to microeconomic activities, we should pay close 
attention to the following two points: First, to formulate and improve 
economic laws and regulations, and second, to apply economic levers in 
guidance. Completion of economic legislation will provide us laws and 
regulations to follow in the economic work in all fields. In conclusion, 
Mayor Jiang urged the Economic Laws and Regulations Research Center to play 
an active role in stepping up economic legislation, training legal personnel, 
popularizing legal knowledge, and raising the people's consciousness in 
observing laws. [Text] [Shanghai City Service in Mandarin 2300 GMT 3 Dec 
85 OW] /6091 


cso: 4006/390 
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ECONOMIC PLANNING 


NATIONAL POSTS, TELECOMMUNICATIONS MEETING OPENS 
0W031629 Beijing XINHUA in English 1435 GMT 3 Dec 85 


[Text] Beijing, December 3 (XINHUA)--China will build regional digital com- 
munications networks in the economically important areas of the Yangtze and 
Pearl river deltas, and the Beijing-Tianjin-Tangshan area. 


Also planned is an increase in satellite communications ground stations to 
form a basic domestic satellite communications system in the next 5 years, 
Yang Taifang, minister of posts and telecommunications, said today. 


He told a national meeting on posts and telecommunications which opened today 
that China also plans to add three million urban telephone lines during the 
period of the Seventh Five-Year Plan, beginning next year. 


The country is expected to have 13.5 million telephones by 1990, up from 6.2 
million this year. 


In the next 5 years, the long-distance switching capacity will be increased 
by 100,000 circuits. 


Domestic and international long-distance dialing will be available in most of 
the provincial capital cities, industrial centers and coastal cities open to 
foreign investment and trade. 


Efforts will also be made to enhance the postal service. Some 150 railway 
mail coaches, 5,000 motor vehicles and 10 ships will be added to increase 
the postal transportation capacity. In addition, more post offices will be 
built. 


These efforts will also include further promoting the use of the postcode 
system, and automatic or semi-automatic sorting machines. 


In its Sixth Five-Year Plan, which ends this year, China's domestic telephone 
lines increased by over 1.3 million, nearly the same as the total increase 

in the previous 25 years. The long-distance circuits increased by over 15,000, 
also equal to the total growth in the previous 25 years. 


/8918 
CSO: 4020/123 








JPRS-CEA+86-004 
9 January 1986 


ECONOMIC PLANNING 


STATE COUNCIL TRANSMITS INDUSTRIAL SURVEY PAPER 
0OW300206 Beijing XINHUA Domestic Service in Chinese 1158 GMT 29 Nov 85 


[Text] Beijing, 29 Nov (XINHUA)--The General Office of the State Council 
recently transmitted the "Request for Instruction and Opinions Concerning 
the Preparations in the Past 2 Years for the General Industrial Survey," a 
document prepared by the National Industrial Survey Leading Group. Attached 
to the document is a circular issued by the General Office of the State 
Council. The circular says: This document has been approved by the State 
Council. It is hoped that all regions and departments will implement it in 
light of their situation. 


The circular points out: The second national industrial survey will be an 
important survey of the state of the country and its strength. This highly 
important groundwork for socialist modernization is significant for drawing 
up long-range plans, promoting economic reform, expediting technical trans- 
formation of enterprises, improving the operation and management of indus- 
trial enterprises, accelerating industrial modernization, and achieving the 
strategic objectives set forth by the 12th party congress. People's govern- 
ments at all levels, and competent authorities, and all industrial enter- 
prises must intensify their leadership, seek truth from facts, report their 
situation factually, refrain from keeping two different accounts, pay 
special attention to handling the weak links, and finish all the survey's 
projects on schedule. 


According to the document, the State Council decided in November 1983 to 
conduct the second national industrial survey in 1986, and issued the 
"Circular on Earnestly Making Preparations for the Second National Indus- 
trial Survey." In accordance with the circular's guidance, all regions and 
departments concerned have accomplished a great deal of work, achieved 
significant success, and accumulated the needed experiences in the past 2 
years. On the whole, preparations have been made for the industrial survey 
and a relatively sound foundation has been laid for carrying out the survey 
during the first quarter of 1986. 


The document points out: The main problem at present is the highly uneven 
development of the work preparing for the survey. The survey organs of 
some localities and departments are weak, having not enough proficient 
backbone personnel. 
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The document maintains that the workload of the survey will be very heavy in 
1986 as results are to be expected that year in examining, processing, and 
analyzing the information collected in surveying industrial enterprises. 

The document urges all localities and departments to properly fill out the 
survey forms, review the information before accepting the forms, exercise 
overall quality control over the survey, process and report the survey 
information with a scientific approach, attach great attention to analyzing 
the information collected in the survey, make proper forecasts, and pay 
attention to reviewing the results and commending those who do a good job. 


According to the document, the upcoming survey will cover all industrial 
enterprises, including all state-owned, collectively owned, and individually 
owned industries in cities and rural areas, as well as all industrial enter- 
prises operated jointly or cooperatively by China and foreign countries, or 
funded by foreign capital. Since there will be a lot of work to be done, 
the following issues must be resolved: 


First, the survey's importance must be fully understood. Second, a system 
of responsibilities should be adopted. Heads of leading survey groups at 
all levels must be responsible for the survey in their regions, departments, 
and enterprises, and they must accomplish all the tasks qualitatively on 
schedule according to the plan and regulations of the National Industry 
Survey Leading Group. Third, in accordance with the principle of economiza- 
tion and ensuring normal operation, financial departments of the people's 
governments at all levels should make sure that the financial resources 
needed in the survey are included in the annual fiscal budgets. Fourth, all 
organs in charge of the survey must seek truth from facts and report the 
situation factually so as to ensure the survey's accuracy. Fifth, all 
survey organs should work in close coordination with the publicity depart- 
ments, and publicize the survey in a widespread and deep-going manner so as 
to make it known to all enterprises and people, and win the support of the 
broad masses of industrial workers. The survey organs of government and 
competent authorities at all levels must exert concerted efforts, divide 
their responsibilities rationally, and work cooperatively to accomplish all 
the survey-related projects. 


/6091 
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ECONOMIC PLANNING 


BRIEFS 


MORE INDIVIDUAL TRADERS NEEDED--Beijing, 4 December (XINHUA)--Ren Zhonglin, 
director of the State Administration for Industry and Commerce, today stressed 
the need for more individual traders, especially those engaging in service 
trades. At a national conference on the management of advertisement and trade 
marks, now in session here, he said that, despite the increasing numbers of 
individual traders, tailoring, repair work and transportation still fall far 
behind the demand. He called on all the local bureaus under his 
adminsitration to help the development of individually-owned businesses. By 
the end of September this year, there were 11,224,000 households nationwide 
managing their own businesses. The development of individually-owned 
businesses has spurred commodity markets both in urban and rural areas, he 
said. According to surveys of the nation's typical markets, the market trade 
volume in the first half of this year increased by 65.5 percent, compared with 
the same period last year. [Text] [Beijing XINHUA in English 1603 GMT 4 Dec 
85 OW] /12913 


CSO: 4020/130 
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AGGREGATE ECONOMIC DATA 


BRIEFS 


TIANJIN RETAIL SALES--Along with production development, the industrial 
product markets in Tianjin municipality have enjoyed a brisk business, 
resulting in the steady upgrading of the people's consumption standards. 
According to statistics compiled by the First Municipal Commerce Bureau, 
during the January-October period this year social retail sales showed a 
more than 36-percent increase over the figure of the corresponding 1984 
period. During the January-September period this year sales of television 
sets showed a more than 24-percent increase over the figure of the corre- 
sponding 1984 period. Of these sales, the sale of color sets showed a 
more than 55-percent increase. The sale of refrigerators showed a more 
than two-fold increase and that of recorders, more than a 50-percent 
increase. [Excerpts] [Tianjin City Service in Mandarin 1430 GMT 20 Nov 85 
SK] /6091 


CSO: 4006/393 
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ECONOMIC MANAGEMENT 


YUNNAN CIRCULAR ON CONTROLLING SPENDING OF PUBLIC FUNDS 
HKO40949 Kunming Yunnan Provincial Service in Mandarin 1100 GMT 2 Dec 85 


[Text] The provincial people's government recently issued a circular on 
preventing a rush to spend money at the end of the year and around New 
Year's Day and the Spring Festival to all prefectures, autonomous prefec- 
tures, cities, and counties throughout the province and to all departments, 
bureaus, committees, and offices at the provincial level. 


The circular demands: 


1. It is necessary to strictly control the scale of investments in fixed 
assets. All prefectures and departments must really implement the relevant 
regulations of the state and the general office of the provincial government 
on control over the scale of investments in fixed assets. It is essential 
to accelerate completion of projects which are covered by the plans and 

have already been started. Projects which are covered by the plans but have 
not been started must not in general be started before the end of this year. 
Regarding those which must be started, it is imperative to submit a report 
for approval in accordance with the regulations. All projects not covered 
by the plans must be steadfastly suspended. 


2. It is essential to resolutely curb the malpractices of indiscriminately 
issuing bonuses, subsidies, and materials. In the festive activities, it is 
necessary to have only a cup of tea and to strictly prohibit spending public 
funds by indulging in unhealthy trends, such as dinners, gifts, extravagant 
eating and drinking, and traveling high and low enjoying the sights of 
mountains and rivers. It is imperative to avoid the emergence of the 
phenomenon of not having consumption funds under control at the end of the 
year and around New Year's Day and the Spring Festival. 


3. It is imperative to really control financial expenses. All operating 
expenses, special funds, and funds for purchasing equipment must be spent in 
accordance with the regulations and uses. They must not be spent under 
pretexts such as using allocation to effect a payment. The quotas for the 
administrative expenses and for the purchasing power of a group must be 
strictly controlled. The examination and approval of 17 commodities under 
special control must be stopped before the end of this year. 
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4. Control over commodity prices must be strengthened. In accordance with 
the relevant regulations of the provincial government, all prefectures and 
departments must resolutely strengthen control over and supervision and 
inspection of the commodity prices. 


5. It is necessary to do a good job in the management of credit. 


In the circular, the provincial people's government demands: After 
receiving this circular, all places and departments must supervise their 
subordinate units and instruct cadres and workers to stop what is prohibited 
by orders and to seriously carry out what is demanded by this circular as 
the basis of carrying out large-scale inspection of taxation, financial 
affairs, credit, and commodity prices. 
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GANSU RADIO COMMENTARY ON APPORTIONING EXPENSES 
HK061154 Lanzhou Gansu Provincial Service in Mandarin 1100 CMT 3 Dec 8&5 


{Commentary by station reporter: "It Is Necessary to Immediately Stop the 
Irrational Apportioning of Expenses"] 


[Text] In the recent major inspection of taxation, financial affairs, and 
commodity prices, it has been discovered in many enterprises and institutions 
that the current phenomenon of irrationally apportioning expenses is very 
serious and that the enterprises cannot bear the burdens. They have appealed 
that except for the taxes and charges imposed on the enterprises with the ap- 
proval of the State Council and the Provincial Government, all expenses 
irrationally apportioned must be immediately stopped. 


Over the past few years, all expenses irrationally apportioned have made the 
burdens of the enterprises excessively heavy and seriously affected the de- 
velopment of production in the enterprises. 


According to an investigation of 20 large and medium-sized enterprises in 
Lanzhou, which was conducted by provincial departments concerned from January 
to September this year, these enterprises defrayed total apportioned expenses 
of 3.42 million yuan. Each person paid an average of 42 yuan. The proportion 
of this amount of expenses to the amount od etention increased by 100: percent 
compared with that of last year. The apportioned expenses came from all 
quarters in society. [passage indistinct] The expenses apportioned by some 
departments and units included those for town construction and for the holding 
of meetings. They asked for money and materials from the enterprises, ranging 
from tens to hundreds of thousands of yuan. 


These burdens pressed on the enterprises and caused them financial difficul- 
ties. In addition, the work personnel of some departments imposed fines on 
enterprises, affecting the normal work of the leaders of the enterprises. 

On the other hand, excessively heavy burdens have been caused for the enter- 
prises. If this is allowed to continuously develop, the enterprises will be 
deficient in capital, [words indistinct], and find it hard to renew machinery 
and carry out technological transformation. The attention of the provincial 
departments concerned has been drawn to this current serious problem. To 
solve this problem, departments at all levels must act in accordance with the 
system and not indiscriminately apportion expenses from the enterprises. 
Only by doing so can the burden of the enterprises be lightened and can de- 
velopment be speeded up. 


/9274 
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LIAONING MEETING CALLS FOR PRODUCT QUALITY CONTROL 
SK130553 Shenyang Liaoning Provincial Service in Mandarin 1030 GMT 12 Dec 85 


[Excerpt] At a recent provincial meeting on product quality, the provincial 
planned economy commission stressed that it is necessary to strengthen macro- 
quality control and supervision while giving micro-flexibility to enter- 
prises so that product quality can be improved fairly greatly. 


The meeting noted: The quality inspection conducted since the beginning of 
this year showed that some localities and departments were very weak in macro- 
quality control and supervision, and failed to meet the needs in reforn, open- 
ing to the outside world, and enlivening the economy. Major manifestations 
are: Quality control and supervision organs of economic commissions and rele- 
vant departments at various levels are not sound; attention has not been paid 
to the quality control and supervision of trades; some departments have not 
assigned any personnel to control and supervise the quality of their products; 
policies and the systems and methods for inspection of the quality control and 
supervision work are not perfect; there are no methods to control and punish 
sales of substandard goods, or any fake and shoddy products; and the work of 
quality supervision, especially by the masses and the public opinion, has not. 
been carried out widely. Therefore, how to strengthen macro-quality control 
and supervision after product quality inspection to ensure the steady improve- 
ment of the quality of products is an important and very urgent task. 


The meeting drew up and conscientiously discussed the stipulations, methods, 
and rules concerning strengthening of quality control and supervision. Vice 
Governor Zhu Jiazhen pointed out at the meeting: In the new situation of re- 
form, opening to the outside world, and enlivening the economy, it is an 
important task for economic departments to persistently give prominence to 
improvement of product quality and to strengthen macro-quality control and 
supervision. Planned economy commissions at various levels and departments 

in charge of various trades and professions throughout the province should 
strengthen quality control and supervision. The system of spot checking 
should be applied to quality control and supervision. Problems that have been 
discovered should be solved bravely, and criticism and correction should be 
carried out if necessary. Plants that produce shoddy and substandard products 
should be dealt with sternly. They must never be tolerated, still less shield- 
ed. Some of them should suspend their production for improvement, and their 
leading persons should be held responsible. 


/9274 
CSO: 4006/422 
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934 CASES OF SMUGGLING CRACKED IN ZHEJIANG 
HK111510 Beijing ZHONGGUO XINWEN SHE in Chinese 0255 GMT 10 Dec 85 


[Text] Hangzhou, 10 Dec (ZHONGGUO XINWEN SIIE)--Zhejiang cracked 934 cases 
of smuggling and selling smuggled goods between January and September 1985. 
The smuggled goods and materials detained include motor vehicles, motor- 
cycles, television sets and silver and tin ingots, with a total value of 
38.21 million yuan. 


As one person concerned disclosed, a small number of organs, enterprises and 
institutes in Zhejiang directly participated in smuggling and selling smuggled 
goods by taking advantage of their positions. Zhejiang cracked 112 major 
cases involving over 10,000 yuan between January and September 1985, of which 
88 cases were committed by government organs and enterprises and institutes, 
involving 37.21 million yuan. This accounted for 8&9 percent of the total 
amount of money involved in all the cases. 


It has been revealed that these activities of smuggling and selling smuggled 
goods were conducted under the pretext of reform, opening up, and invigorating 
the economy, and carried out under all kinds of "legal" pretexts. Without 
sanction, the people involved illegally purchases and resold duty-free in- 
ported goods and materials from the special economic zones and Hainan Island. 
T ey resold duty-free imported raw and supplementary materials under the pre- 
text of processing used imported raw material. They secretly transported 
smuggled goods on land and water by camouflaging, submitting false reports, 
and altering papers in order to escape the examination of anti-contraband per- 
sonnel. T ley also went as far as to directly collude with unlawful foreign 
businessmen in smuggling involving huge sums. 


19274 
CSO: 4006/422 
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NOTARIZATION MEETING OF RURAL ECONOMIC CONTRACTS 
03100130 Beijing XINIUA Domestic Service in Chinese 1443 GMT 9 Dec 85 


[Excerpts] Zhengzhou, 9 Dec (XINHUA)--A national exchange-experience 
meeting on notarization of economic contracts in the countryside was held 
in Zhengzhou 4-9 December. The meeting studied the tasks and requirements 
added to notarization work resulting from numerous systems of economic co- 
operation and the overall readjustment of the industrial structure in the 
countryside. It also discussed the scope and major area of notarization of 
rural economic contracts and how to improve notarization work in order to 
provide quality legal service for economic construction in the countryside. 


This is the first meeting on notarization work in the countryside since the 
notarization system was restored and the first such meeting since liberation. 


Incomplete statistics show that from 1983 to the middle of this year, as 
many as 3.7 million notarization papers were done on rural contracts. The 
1984 notarization volume was 80 percent over that in 1983. The fulfillment 
rate of notarized economic contracts was markedly higher. 


The meeting called for still better notarization work in the countryside to 
fundamentally solve peasants’ difficulties in obtaining notarization and to 
render still better legal service to them by way of promoting the development 
of the rural economy. 


/9274 
CSO: 4006/422 
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ECONOMIC COMMISSION REPORTS INSPECTION RESULTS 
0W041957 Beijing XINHUA in English 1831 GMT 4 Dec 85 


[Text] Beijing, December 4 (XINHUA)--A nationwide quality inspection indicates 
that 87 percent of industrial products are up to standard now, according to 
the State Economic Commission. 


The commission reported that 95 percent of the brand products remain stable 
in quality. 


The facts show that the inspection has checked the downward trend of product 
quality which began to loom seriously in the fourth quarter of 1984, according 
to the commission. 


The commission has sent 16 quality inspection groups to 14 provinces and 
municipalities since April this year. They checked about 100,000 enterprises 
and 70,000 varieties of products. 


More than 2,000 enterprises have been penalized for poor quality, and some 
products have had their licenses revokes. 


The quality inspection teams also cooperated with local governments to clamp 
[as received] down on people who produced or marketed fake-brand or shoddy 
goods. 


But, a spokesman of the commission stressed, insepction alone cannot solve 
the quality problem. 


He urged enterprises to improve quality by relying on technological progress, 
correct economic policy and scientific management, and a strict monitoring 
system. 


/8918 
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FRG DIRECTOR OF WUHAN PLANT ON EFFICIENCY 
OW071422 Beijing XINHUA in English 1214 GMT 7 Dec 85 


[Text] Wuhan, December 7 (XINHUA)--Chinese enterprises should strengthen 
the central decision-making role of the plant director, according to Werner 
Gerich, the first foreign executive in a Chinese factory. 


Gerich, 66, from the Federal Republic of Germany, said that too many deputies 
led to inefficiency and bureaucratic delays. 


Gerich, who took over directorship of the Wuhan diesel engine plant 13 months 
ago, was addressing 300 local factory executives at a meeting here Friday. 


He suggested that a plant like his, with a workforce of 2,000, needed one 
director and just one assistant. And no deputy workshop or office heads 
were needed. 


At present, the plant has five deputy directors, and each workshop or office 
has a leader and several deputies. 


When there are too many deputies, he said, there would be "ball-kicking"-- 
people shoveling their responsibility onto others. 


Without deputy posts, he said, the director can better exert leadership 
over management, technology and product quality. 


He has outlined a plan to improve management and product quality of his plant, 
which would be carried out next spring when he returns from a holiday in 
Federal Germany. 


Since he became plant director in November, 1984, the reject rate of castings 
has been reduced from 38 percent to 18 percent, and economic efficiency has 
risen by 250 percent. 


He said: "Most of the managerial] and technical problems in my plant have been 
solved through 13 months’ arduous work." 


Last April, Gerich was granted honorary Chinese citizenship for his contribu- 
tions to the plant. 


/8918 
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ECONOMIC MANAGEMENT 


PRC STATE ECONOMIC COMMISSION TO ISSUE CIRCULAR ON RURAL ENTERPRISES 
HK110825 Beijing CHINA DAILY in English 11 Dec 85 p l 

[By staff reporter Chen Guanfeng] 

[Text] Rural enterprises, which have played an important role in promoting 
the country’s economy since they began to mushroom in 1979, are to get further 
encouragement. 

At the same time, the state will take strict measures to help them improve 


product quality, and reduce pollution, according to a State Economic Com- 
mission circular to be issued soon. 


"The development of rural enterprises is the only way to vitalize the country's 


" the circular states. 


rural economy, 
Therefore, the forthcoming circular says, the party's Central Committee is 
actively supporting and rationally guiding rural enterprises as a long-term- 
policy. 


There are now 4.5 million rural enterprises in the country, employing nearly 
40 million people. 


Rural development is enriching the state's coffers. Last year, rural enter- 
prises’ output was worth 171l-million yuan equal to the state's total output 
value in 1964. 


The state received 27.7 billion yuan in tax revenue from rural industries 
between 1979 and 1984, and is expecting 12 billion yuan this year. 


In just one area of Jiangsu Province, for example, there are now 1,721 town- 
ship businesses in Qidong County, nearly three times as many as at the be- 
ginning of the Sixth Five-Year Plan. 


Their output value is 70 million yuan, a three-fold increase, and profits 
are now 36 million yuan, a two-fold increase. 


An industrial and economic base is forming in light industry, textiles, food- 
stuffs, engineering, electronics, chemicals, medical services, building mater- 
ials and ship-building. 
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Due to the lack of unified planning and outdated equipment, however, the pro- 
ducts of many rural enterprises are of poor quality and cases of slipshod 
production, scamp work and fabrication of name-brand products often occur. 


And some enterprises have been manufacturing goods forbidden by the state, 
according to reports in PEOPLE'S DAILY. 


To improve the situation, the State Economic Commission urges in the forthcoming 
circular that all departments in charge of rural enterprises should set up 
quality control branches to manage and supervise the quality of the products 

of rural enterprises, conduct quality contests, and issue production licenses 

to qualified enterprises. 


An inspection will be conducted next year on enterprises producing foodstuffs, 
medicine, electronics, pressure containers, measuring instruments and vehicles 
to see whether they are operating in accordance with relevant state laws. 

If not, they will be closed down until improvements are carried out. 

The circular also says that no enterprises will be allowed to deliver sub- 
standard quality products, use poor raw materials and parts in production, 


sell illegally-produced goods, employ fraud or counterfeit trade marks. 


Enterprises will be expected to have quality inspectors and quality-checking 
instruments. 


Leaders of enterprises that act contrary to these directives will be dis- 
ciplined, the circular warns. 
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PRC CLAMPS DOWN ON ILLEGAL BUSINESSES 
HKO50717 Beijing CHINA DAILY in English 5 Dec 85 p l 
[By staff reporter Nie Lisheng] 


[Text] While the nation's economy is rapidly expanding, China has begun to 
tighten regulations on starting new businesses to ensure the smooth progress 
of its economic reforms. 


By the end of September, 8,741 businesses opened in recent years by party and 
government agencies were closed down in a nationwise investigation that began 
at the start of the year. 


In the 9-month period, the state uncovered more than 27,000 "illegal" enter- 
prises, involving more than 67,000 party and government cadres, said Director 
Ren Zhonglin of the State Industrial and Commercial Administration. 


During the same period, the number of private businesses increased by 1.88 
million to reach 11.2 million, employing 16.6 million people, 3.67 million 
more than last year, while business volumes at free markets jumped by an 
estimated 60 percent. 


Ren was speaking at the National Conference on Advertising and Trademarks 
that closed yesterday in Beijing. 


He said the practice of party and government agencies running businesses has 
been checked, since officials often succumbed to the opportunity of using 
their power and positions for profiteering. 


Now 90 percent of the cadres or officials involved have severed their connec- 
tions with about 15,000 businesses, which are now operated independent of 
party and government involvement, Ren added. 


To further strengthen industrial and commercial administration next year, 
Director Re said, the state will investigate more than 200,000 so-called 

"trade companies" or "trade centres" that have mushroomed in recent years 
following the state's new policies to invigorate the domestic economy. 
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Although most of these companies have played an active part in promoting pro- 
duction and facilitating the flow of goods, Ren said, many have been found to 
be bogus firms that have no capital, no business sites or no permanent per- 
sonnel but have engaged in speculation and profiteering by signing empty con- 
tracts for capital goods and durable consumer goods in short supply. 


In the first half of next year, he said, the state plans to re-register all 
these companies or centres to stop illegal profiteering. 


For this, he said, the State Council has approved a document, specifying 24 
important capital goods and consumer goods in short supply that must be 
handled only by state-run production and commercial units, not collective and 
individual businesses. 


And in an effort to protect the interests of private consumers, the director 
said, China's only consumers association has been asked to establish local 
branches in all major cities throughout the country to handle consumers com- 
plaints about commodities or services. 
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LICENSES TO BE REVOKED--Beijing, 4 December (XINHUA)--The licenses of all 
companies engaged in speculation or unable to conduct legitimate business-—-the 
so-called “briefcase companies"--will be revoked. This was released today by 
Ren Zhonglin, director of the State Administration for Industry and -ommerce, 
at a national conference on the management of advertisement and trade marks, 
now in session here in Beijing. There are now more than 200,000 companies of 
various kinds in the country. Most of them, Ren said, are doing good jobs and 
helping to promote production and enliven the economy. But he pointed out 
that some companies--the “briefcase companies” in particular--are in apparent 
conflict with the state laws and regulations. They profiteer by speculating 
in marketable commodities which are in short supply, he said. “These 
actions,” he continued, “disrupt the market and undermine the ongoing efforts 
to reform the economic structure.” He said he expected the work of clearing 
out the fly-by-night companies would be completed in the first half of next 
year. [Text] [Beijing XINHUA in English 1442 GMT 4 Dec 85 OW] /12913 
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GUANGDONG EXPECTS BUMPER TOURISM FIGURES AT YEAR END 
HK130505 Beijing CHINA DAILY in English 13 Dec 85 p 2 
[By staff reporter Song Xihui] 


[Text] Guangzhou--Tourism in Guangdong Province adjacent to Hong Kong is 
expecting a banner year, with the visitor count topping two million by the end 
of this month. 


In the first 10 months of 1985, the province played host to nearly 1.6 million 
domestic and foreign visitors, a 4 percent increase over the same period a 
year ago. About half of the visitors came from abroad. 


At a meeting held recently by the provincial tourist bureau, officials 
announced that 15 million travellers have passed through the province this 
year on route to other parts of China. 


Gong Siguang, director of the bureau, said “Guangdong is a leader in quality 
and quantity of tourist facilities. Tourist projects using foreign funds have 
begun to show solid economic results.” 


New projects under cnstruction or planned will increase the number of hotels 
in the province to 200 by 1990, with 100,000 beds, he said. 


Gong, however, admitted that problems remain in development of a systematic 
tourism industry. 


He said several places in the province have too many hotels, while others have 
too few. The number of medium-priced hotels is also inadequate, he said. 


No more foreign amusement park facilities will be built because there are 
already too many, Gong said. 


Meanwhile, speaking at the seminar on “the strategy of economic and social 
development in Guangzhou” late last month, Zhu Senlin, acting mayor of 
Guangzhou introduced the initial plan on the strategy. 


With emphasis on light and textile industry and service trade, Guangzhou will 


step up development of foreign economic relations and trade, depending on 
industry and agriculture. 
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The city will boost production of meat, chickens, eggs, milk, fish, flowers, 
fruits and vegetables and pay attention to open inland market. 


The city is to make full use of advant gas in light industry to produce more 
new consumer goods for the whole country. 
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NUMBER TWO AUTO PLANT REFORMS MANAGEMENT, RAISES OUTPUT 
OW171256 Beijing XINHUA in English 1209 GMT 17 Dec 85 


[Text] Wuhan, 17 December (XINHUA)--Management reform has enabled the number 
two motor vehicle plant, one of China's largest, to increase output by 10,000 
units annually since it started mass production in 1978. 


The plant, located in Shiyan, Hubei province, is expected to turn out 91,000 
fuel-efficient “Dongfeng” five-ton trucks this year, 18 times the production 
level seven years ago, said plant executive Huang Zhengxia. 


The figure is about a quarter of the country's automobile output this year, he 
added. Its “Aeolus” trucks are now exported to Southeast Asia and other 
developing countries. 


The plant was chosen in 1979 as one of the first Chinese enterprises to 
receive greater decision-making powers over management and marketing. It now 
retains what is left after paying to the state a fixed amount of its profits, 
under what is known as “the system of responsibility for profits” introduced 
two years ago. 


The plant is required to increase its annual sutput at a rate of five percent 
between 1983 and 1989, and profits to go to the state, at seven percent. As a 
result, Huang said, his plant is now able to craw on large amounts of profits 
to modernize work processes. The profits will come to 500 million yuan this 
year. 


Previously, the plant had to turn over all profits to the state and apply to 
it for fund allocations, he said. 


The Dongfeag Joint Automotive Industrial Corporation was launched four years 
ago to undertake specialized production by breaking regional and departmental 
barriers, said Huang, who is also the chairman of the corporation's board of 
directors. 


The number two motor vehicle plant serves as the mainstay of the corporation, 
he added. To date, 117 factories across the country have joined the 
corporation and the number two plant has transferred technology to its 
partners. As a result, the joint corporation now builds 140 varieties of 
“Dongfeng”™ trucks. 
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The plant is now cooperating with a British firm in renovating gasoline 
engines, and co-producing diesel engine trucks with Renault of France, he 
said. 


In addition, it has struck deals for introduction of designs and production 
technology with firms from Japan, the Federal Republic of Germany, Italy and 
the United States. It is also negotiating with foreign manufacturers on 
establishment of joint ventures and development of new models. 


The plant has opened offices in New York, Hamburg, and Hong Kong to seek 
foreign cooperation and market its products 


/12913 
CSO: 4020/131 








JPRS=CEA-86-004 
9 January 1986 


INDUSTRY 


PRC FOOD INDUSTRY DEVELOPS AT RAPID PACE 
0W161618 Beijing XINHUA in English 1532 GMT 16 Dec 85 


[Text] Beijing, 16 December (XINHUA)--China's food industry has reached a new 
stage with its total output value jumping from the previous fourth among the 
country's industrial departments to third, behind those of machinery and 
textile industries. This was disclosed by Vice-Minister of Light Industry 
Kang Zhonglun this afternoon at a press conference. 


According to him, the output value of China's food industry increased by 180 
percent between 1978 and 1984. 


Pan Yuren, deputy director of the food department under the ministry of light 
industry, told XINHUA the output of sugar, alcoholic drinks, canned food, soft 
drinks and other main items of food produced by his ministry has doubled 
during the past five years, while food for children and snacks have also 
enjoyed a rapid development. 


As one of the few countries in the world that produces sugar both from 
sugarcane and beet, China produced 4,310,000 tons of sugar this year, standing 
as the sixth producer in the world. There are now 50/7 sugar refineries in the 
country and China has helped build more than 50 sugar refineries in other 
third world countries. 


The period of the Sixth 5-Year Plan (1981-85), pan continued, was the period 
during which alcoholic drinks enjoyed the fastest growth since the founding of 
the new China in 1949. The output this year is estimated at 7,110,000 tons, 
an increase of 114 percent over 1980. 


As the living standard of the Chinese people is improving, soft drinks have 
begun to appear on the table. According to incomplete statistics, the output 
of soft drinks in 1980 was 288,000 tons. Four years later, it soared to 
800,000 tons and this year it is estimated to reach one million tons. Average 
annual consumption per capita in the cities has increased from 1.44 kg in 1980 
to the present five kg. 


However, Kang pointed out, food production is still several steps behind 
demand. More new sources and new varieties should be developed in order to 
make the food industry grow even more quickly, he said. 
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PRC INCREASES RECYCLING OF WASTE MATERIALS 
HK170447 Beijing CHINA DAILY in English 17 Dec 85 p 2 
[By staff reporter Chen Zhisong] 


[Text] China's rising consumption is being recycled back into productive use 
as salvage of waste continues to grow. 


According to statistics from the State Bureau for Recycling of Waste Materials 
under the Ministry of Commerce, the country salvaged 3.13 billion yuan worth 
of waste materials during the first 10 months of 1985, a 43.4 percent increase 
over the corresponding period last year. 


Ge Jianshui, a department leader of the bureau, told CHINA DAILY that “all 
collected waste materials are converted to industry use, providing a valuable 
repository of industrial materials.” Waste handled through State channels 
this year will earn net profits of more than 430 million yuan, compared to 338 
million yuan in 1984, Ge said. 


Waste materials in stotage at the end of October were valued at 795 million 
yuan. Salvaged materials fall into four categories: scrap iron and steel, 
metals, chemicals, and papermaking materials. 


The recycling volume of paper-production materials in the first 10 months of 
the year was 1.9 million tons, a 2./ percent increase over the same period 
last year. 


State recycling of scrap iron and steel, waste metals and waste chemicals all 
dropped slightly because large amounts of those materials went into private 
collection channels. 


Since 1981, China has allowed individuals to sell waste materials they collect 
directly to businesses. 


/12913 
CSO: 4020/131 


49 














JPRS-CEA-86-004 
9 January 1986 


INDUSTRY 


ALUMINUM FRAME PLANT BEGINS OPERATIONS 
HK160539 Beijing CHINA DAILY in English 16 Dec 85 p 2 
[By staff reporter] 


[Text] Guangzhou--The State's first fully-modernized aluminum frame plant 
officially began operations yesterday. 


Guangdong Norferrous Metal Processing Factory in South China has been a top 
priority co-operative project of China National Nonferrous Industry Corp and 
the province. Production facilities from the United States were paid for 
jointly by the Bank of China and foreign funds. 


Located in the Shahe District of Guangzhou City, the factory covers an area of 
95,000 square metres and has 800 employees. It is run on the compensation 
trade plan. 


In December, 1982, the factory signed a contract with Merban Americas Corp of 
the United States to import a set of production equipment and technology at a 
cost of $6.85 million. Imported facilities included a window and door 
assembly line, oxidating and colouring apparatus, extrusion set and testing 
system. 


Total investment in the project was about 44 million yuan over tke foreign 
funds for importation costs. Annual production capacity of alloy aluminum 
frame products is expected to be 3,260 tons. This will equal about 42,600 
processed doors and windows. 


Trial production began last December and the products have been well accepted 
in the markets both at home and abroad. Now the factory is planning the 
second phase of the project. After completion, gross output will reach 8,000 
tons. 


With the development of the State's economic construction, alloy aluminum 
frame products have been in great demand. Most of them are imported. 
According to Economic Information, products imported from other regions of the 
world totai 20,000 tons per year over the past few years. 
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CHINA TO BOOST BUILDING MATERIALS INDUSTRY 
0W031751 Beijing XINHUA in English 1449 GMT 3 Dec 85 


[Text] Beijing, December 3 (XINHUA)--Preliminary statistics show that 
China's total investment in the building materials industry will top three 
billion yuan this year, an all-time high since the founding of new China in 
1949. 


Lin Hanxiong, director of the State Administration of the Building Materials 
Industry, revealed this at a symposium here today. 


Over three-fourths of the total investment came from local authorities and 
other central departments, in accordance with a call by the State Council 
earlier this year--"all quarters should be encouraged to go in for building 
materials." 


The aim is to alleviate the contradictions between supply and demand of the 
materials and collect more funds to develop this industry as quickly as 
possible. 


In responding to the call, the localities and other central departments 
allocated funds or collected money themselves to set up new enterprises and 
expand old ones, or import technology to upgrade the existing enterprises. 


Lin said the total output value of the building materials industry is 
expected to reach 34 billion yuan this year, about 18 percent up on the 
previous year. Over 60 percent of the total output value will come from 
the enterprises run by localities and departments other than the State 
Administration of the Building Materials Industry. 


Thanks to the joint efforts, the output of cement is expected to reach 140 
million tons this year, flat glass, 55 million standard cases, and sanitary 
ware, eight million pieces; these are all increases by big margins. 


Though the building materials industry has been developed rapidly, Lin said, 
it is still far from meeting the increasing demand. 


According to calculations by the Ministry of Urban and Rural Construction 
and Environmental Protection, China will build about one billion square 
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meters of housing floor space on average each year up to the end of this 
century. A number of tourist hotels and other facilities will also be 
built each year during the period. 


Lin said, taking all these things into consideration, in addition to the 
materials needed in rural areas and for renovating houses, the forecast of 
the 1990 requirements for major building materials is: 180 million to 220 
million tons of cement, 90 million to 95 million standard cases of flat 
glass, 10 million to 11 million pieces of sanitary ware, and 300 billion 
to 320 billion bricks. 
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TEXTILE INDUSTRY UNDERGOES ‘TRANSITION PERIOD' 
OW111704 Beijing XINHUA in English 1513 GMT 11 Dec 85 


[Text] Beijing, December 11 (XINHUA)--The textile industry's output value 
is expected to total 87.5 billion yuan this year, after increasing by an 
annual average of 8.3 percent since 1981, said an industry official. 


Profits and taxes handed to the state during the Sixth Five-Year Plan 
(1981-1985) will be 20 percent higher than in the Fifth Five-Year Plan, 
said the official of the Textile Ministry. 


During the past five years, the state has twice cut the sale price of 
synthetic fiber products, while increasing the price of both cotton and 
cotton products. 


The Sixth Five-Year Plan period has been called a "transition period" by 
some ministry officials, as the industry has been switching its emphasis 
from merely increasing output to producing more varieties to meet market 
demand. 


Nine billion yuan has been invested in technological transformation of 
existing factories during the period, exceeding the amount of investment in 
new plants. 


The renewal of equipment and application of advanced technology has helped 
the industry readjust its structure to manufacture more popular items. This 
year, output of winter products, such as tweed and woollen blankets, is 
expected to double. 


/6091 
CSO: 4020/122 


53 











JPRS-CEA-86-004 
9 January 1986 


INDUSTRY 


PRC LAGS BEHIND TARGET IN RECYCLING STEEL SCRAP 
HKO50805 Beijing CHINA DAILY in English 5 Dec 85 p 2 


[Text] China should become more efficient in recycling waste iron and steel 
for industrial use, according to the newspaper ECONOMIC INFORMATION. 


China's rapid industrial growth demands better use of waste materials to 
alleviate insufficient supplies of primary materials. 


In the first half of this year, the country collected 1.17 million tons of 
scrap iron ard steel, only 42 percent of the amount stipulated by the state. 
Poor collection has contributed to shortages of raw materials in major steel 
and iron factories. 


Qiqihar Steel Factory in Heilongjiang Province and Daye Steel Plant in Hubei 
Province produced about 80,000 tons less steel than expected last July due 
to short supplies. 


In China, many waste collection businesses have neglected the importance of 
scrap steel recycling. Some have even turned to other lines of business in 
order to make more profits. 


Some businesses haven't followed regulations requiring them to sell waste 
iron and steel to the state, but barter instead with other businesses for 
steel products. 


Ezhou City in Hubei Province, for example, turned over 281 tons of waste 
iron and steel to the state in the first five months of this year, only 18 
percent of the quota set by the government. However, 3.6 million tons were 
used for the barter. 


The number of small local iron and steel plants has been increasing 
dramatically in recent years. The plants have used large quantities of 
waste iron and steel that should have been distributed to major state-run 
factories. 


Collection and distribution of waste iron and steel is under state control, 
but many iron and steel plants purchase waste metals through non- 
governmental channels. 
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The newspaper proposed that the government should stress enforcement of the 
regulations to guarantee proper collection and distribution of waste metals. 


Collection of waste iron and steel should be undertaken only by designated 
businesses. 


Distribution of steel to factories should depend on the quantity of iron and 
steel scraps those factories have turned over to the state. 


The government should also tighten control over the number of new local 
steel plants to guarantee adequate supplies of waste metals to major steel 
businesses. 
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PETROCHEMICAL OFFICIAL ON INDUSTRY'S PROGRESS 
OW042008 Beijing XINHUA in English 1613 GMT 4 Dec 85 


[Text] Beijing, December 4 (XINHUA)--The China Petrochemical Corporation 
has refined 83.69 million tons of crude oil this year, an increase of 2.3 
percent over last year. 


The total output value has reached 30 billion yuan, and the profit, 14 
billion yuan--9.4 percent and 10 percent, respectively, more than last year. 


This was announced by Chen Jinhua, president of the corporation, here today 
at a meeting for directors and managers of the corporation's subordinate 
enterprises. 


Chen attributed this success to the adoption of the management responsi- 
bility system in the industry. 


The corporation has also given enterprises, especially the 14 large-scale 
enterprises which have an annual profit of over 500 million yuan, more 
authority to decide their own production, construction, operation and man- 
power, and material distribution operations, Chen said. 


Eleven single projects have been completed and put into production; seven 
key construction projects are making good progress; two large-scale chemical 
fertilizer companies in Zhenhai, Zhejiang Province, and in Urumqi, in the 
Xinjiang Uygur Autonomous Region, and the second phase of the Shanghai 
petrochemical complex have been completed and gone into operation ahead of 
schedule, thus saving an investment of 100 million yuan, Chen said. 


The corporation has signed 68 contracts on economic and technological 
cooperation with foreign enterprises, and has set up four joint ventures 
and two joint trade companies. 


Compared with 1982, before the corporation was set up, output of refined 
oil has increased by 5.3 percent, going up to 78.83 million tons this year 
from 74.9 million tons; the total output value has gone up to 30 billion 
yuan from 23.1 billion yuan, an increase of 29.3 percent. 


/6091 
CSO: 4020/122 


56 





JPRS-CEA-86-004 
9 January 1986 





INDUSTRY 


STATISTICAL BUREAU RELEASES LIGHT INDUSTRIAL FIGURES 
OW101242 Beijing XINHUA in English 1235 GMT 10 Dec 85 


Text] Beijing, December 10 (XINHUA)--China's light industry has kept its 
momentum of development so far this year, according to the State Statistical 
Bureau today. 


Its total output value had reached 374.7 billion yuan by the end of 
November, meeting the annual target and up 20.3 percent over the same 
period of last year. 


Twenty-four of the 35 major products have already fulfilled their annual 
plans ahead of schedule, the output of bicycles, watches, television sets 
and cassette recorders having surpassed that of 1984. 


The annual state plans for cotton yarn, cotton cloth, synthetic fiber, silk 
and woolen fabrics have been overfulfilled, with increases ranging from 4.3 
percent to about 35 percent. 


Big increases were reported in the production of beer, canned goods, dairy 
products and gourmet powder as well, the bureau said. 


The annual plans for paper, chemical drugs and traditional Chinese patent 
medicine have also been fulfilled ahead of time. 


The proportion of the light and heavy industries in China's total industrial 
Output value went fifty by fifth in the first 11 months of this year, 
indicating a still better balance between the two major sectors of the 
national economy. 
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PRC TO STEP UP PIT SAFETY IMPROVEMENT DRIVE 
HKO090337 Beijing CHINA DAILY in English 9 Dec 85 p 1 
[By staff reporter Hu Sigang] 


[Text] The Ministry of Coal Industry is to step up its drive to improve pit 
safety and cut the death toll among the nation's miners as they work towards 
the target of pushing annual output to 1 billion tons by 1990. 


Minister of Coal Industry Yu Hongen said yesterday pit safety would be 
given priority over the next five years as he announced a series of 
measures intended to make work in the mines less hazardous. 


The minister told a national conference on the coal industry, which ended 
yesterday in Beijing, that the target throughout the Seventh Five-Year Plan 
(1986-1990) was to cut the death rate by 10 percent annually and the ulti- 
mate aim was to reduce the death toll as far as possible. 


The number of people killed in mine accidents amounted to 40 percent of the 
total death toll in accidents in the country's industry, communications and 
transport, Yu said. 


The minister described the overall safety situation in the country's mines 
as “intolerable”. But he said the situation could be improved if proper 
measures were taken. 


For instance, Yumuqiaozi Coal Mine in Huadian County, Jilin Province and 
Guanyunhuli Coal Mine, Lianyungang Cicy, Jiangsu Province, have kept a 
fatality-free record since 1975. 


Baishan Coal Mine in Hunan Province is one with poor geographic conditions 
and high frequency of violent gas escapes. In 1981, the death rate of per 
million tons of coal output in that mine was 23 persons. But since January 
this year no one has died in an accident there, Yu said. 


Gas or coal-dust explosion is one of the major causes of accidents. All 
coal seams being cut in China contain gas. 


Other major causes of accidents are cave-ins and floods. Cave-ins still 
account for more than 40 percent in the total mine accidents. From 1955 to 
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1985 there were 773 recorded floods with 222 pits inundated and coal pro- 
duction reduced by 100 million tons. 


The ministry will endeavour to introduce more advanced safety equipment in 
the next five years, according to Yu. Though advanced facilities were of 
primary importance to improving safety and increasing production, emphasis 
would be put on strengthening scientific management and training of coal 
miners, the minister said. 
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42 PERCENT OF MAJOR INDUSTRIALS PASS TARGETS 
OW100900 Beijing XINHUA in English 0853 GMT 10 Dec 85 


[Text] Beijing, December 10 (XINHUA)--Out of China's 100 major industrial 
items, 42 had already attained their annual production targets by the end 

of November, according to a release provided by the State Statistical Bureau 
here today. 


They include metal-cutting machine tools, motor vehicles, small tractors, 
locomotives, internal-combustion engines, micro-computers, gasoline, diesel 
oil, machine-made paper and paperboard, cement and plate-glass. 


The light and textile industries have developed at high speed since the 
beginning of this year; the total output value of light industry in the 
first 11 months registered an increase of 20.3 percent over the same period 
of last year, outstripping the annual plan one month ahead of schedule. 


Many light industrial goods and textiles such as television sets, tape 
recorders, wrist-watches, bicycles, chemical fibers, cloth, silk, wool 
fabrics, cigarettes, beer and synthetic detergents have overfulfilled their 
annual production plan quotas by wide margins. 


Runaway industrial growth in the first half of this year has slowed down 
gradually in the past five months. The national industrial growth rate in 
November was 8.8 percent more than in the same month last year. 


At the same time, energy production has maintained a good momentum. In the 

irst 11 months, the output of coal, crude oil and electricity rose by 10.6 
percent, 9.3 percent and 8.8 percent, respectively, as compared with the 
same period of last year. 
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JIANGXI KENAF PAPER MAKING--Nanchang, 6 December (XINHUA)--Jiangxi Province 
has succeeded in using Kenaf (Java Jute) stalks to make paper pulp, instead of 
timber. The technique, which has passed a technical appraisal, will help ease 
China's timber shortage, according to the Jiangxi Youngfeng Paper-Making 
Factory, where it was developed. The Kenaf stalk pulp can be used to produce 
Manifold and Kraft paper. In rural China, Kenaf stalks are usually burned as 
fuel. [Text] [Beijing XINHUA in English 0826 GMT 6 Dec 85 OW] /12913 


TITANIUM INDUSTRY'S PROSPECTS BRIGHT--The titanium industry faces bright 
prospects, according to the newspaper ECONOMIC INFORMATION. Production of 
titanium-based products for civilian use has registered an annual growth rate 
of 49 percent over the past four years. Equipment manufactured with titanium 
alloy is used in 60 industries, including petrochemicals, salt-making, 
seawater-desalination and offshore oil development. China is rich in 
titanium, but it accounts for only 2 percent of world consumption. In an 
effort to increase use of titanium, preferential treatment has been given to 
producers. In 1983, the price of titanium materials was reduced by 20 percent 
and products were exempted from taxes for three years. [Text] [Beijing CHINA 
DAILY in English 14 Dec 85 p 2 HK] /12913 


CHEMICAL INDUSTRY EXPANDS--Beijing, 16 December (XINHUA)--China's chemical 
industry production is estimated to have achieved an average annual increase 
of 7 percent during the Sixth 5-Year Plan period (1981-1985), the Minister of 
Chemical Industry, Qin Zhongda said today. Qin said during the period, 
industry profits will reach 43 billion yuan with 30 billion yuan turned over 
to the state as taxes. The output of principal chemical products will meet or 
exceed the targets, he said. The total output value of the chemical industry 
in 1985 is expected to reach 49 billion yuan, Qin said. Many new chemical 
products have been developed during the Sixth 5-Year Plan period. A total of 
156 kinds of new materials were used in the launching of the communications 
satellite, and 19 prizes have been awarded by the state for scientific 
research in the field. Some of the chemical products, which were formerly 
imported, can now be made in China, he added. The chemical industry produces 
300,000 tons of pesticides and 70 million tons of fertilizer annually for 
agriculture. [Text] [Beijing XINHUA in English 0825 GMT 16 Dec 85 OW] /12913 


IRON, STEEL OUTPUT RISES--Bei jing, 17 December (XINHUA)--China's metallurgical 


industry has overfulfilled the annual plan quotas of rolled steel, steel and 
iron, according to the metallurgical industry ministry. The output of rolled 
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steel, which has been in short supply for a long time, will amount to 37 
million tons by the end of this year. The state quota was met 2 December. 
Steel output hit the plan quota 17 days ahead of schedule, and is expected to 
reach 46.5 million tons this year. The year's output of pig iron amounted to 
41 million tons last Sunday, eight percent more than in the same period last 
year. As metallurgical enterprises have streamlined their management and cut 
consumption of materials, the output of rolled steel showed a 9.3 percent 
growth by the end of November, while steel output increased seven percent. 
Metallurgical enterprises yeilded 10 billion yuan in taxes and profits in the 
first nine months, a 25 percent growth. It is estimated that they will earn a 


total profit of 12.8 billion yuan. [Text] [Beijing XINHUA in English 0856 
GMT 17 Dec 85 OW] /12913 


MOTOR ASSEMBLY LINE--On 10 November, a ceremony was held at the Xingtai 
(Changzheng) Automobile Plant, Hebei Province, to mark the opening of the 
T-815 engine assembly line jointly produced by China and Czechoslovakia. 
Attending the ribbon-cutting ceremony were the ambassador of Czechoslovakia 
in China; Zhu Rongji, vice minister of the State Economic Commission; and 
Ye Liansong, vice governor of Hebei Province. The annual production 
capacity of this assembly line is designed at 1,000 engines. With a load- 
ing capacity of 15.4 tons, the T-815 engine will be applicable to forestry 
development, coal mining, harbor construction and the metallurgical indus- 
try. With the majority of the parts provided by Czechoslovakia beginning 
this year, and with a gradual technical transfer, the T-815 engine produc- 
tion line will be exclusively run by China in 5 years. [Summary] 


[Shijiazhuang Hebei Provincial Service in Mandarin 2300 GMT 10 Nov 85 SK] 
/6091 


TIANJIN INDUSTRIAL PURCHASING--Enterprises under the First Commerce Bureau 
of Tianjin Municipality have brought about a seldom seen situation in 
industrial commodity purchases for the January-September period this year. 
Their total purchase volume showed a more than 26-percent increase over the 
figure of the corresponding 1984 period. The proportion of wholesale or 
retail firms that have directly purchased products from plants has increased. 
During the January-October period this year the three large department 
stores in the municipality purchased 75 percent of their commodities 
directly from the plants. The purchase of fine-quality and famous trade- 
mark commodities and of the people's daily necessities also showed a larger 
increase over the figure of the corresponding 1984 period. [Excerpts] 
(Tianjin City Service in Mandarin 1430 GMT 20 Nov 85 SK] /6091 
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CEMENT PRODUCTION--Beijing, December 9 (XINHUA)--China produced 130 million 
tons of cement in the first 11 months of this year, the overseas edition of 
the "People's Daily" reports today. The figure tops this year's quota by 
five million tons and last year's output by seven million tons, the paper 
says. The country's cement production is expected to exceed 140 million 

tons by the end of December. The paper attributes the increase to the 
government policy of encouraging all sectors--the state, localities and 

rural townships--to operate cement factories. Existing cement plants have 
mechanized 450 kilns this year. Meanwhile, major plants using imported or 
domestically-produced equipment have gone into operation. China now has more 
than 2,000 township-run cement plants, with a total annual production capacity 
of 18 million tons. [Text] [Beijing XINHUA in English 0711 GMT 9 Dec 85 OW] 


/6091 
CSO: 4006/394 
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CONSTRUCTION 


STATE PLANNING COMMISSION STRESSES KEY PROJECTS 
OW081853 Beijing XINHUA Domestic Service in Chinese 0220 GMT 8 Dec 85 


[Text] Beijing, 8 Dec (XINHUA)--Putting emphasis on key construction pro- 
jects to accumulate the necessary follow-up capacity for economic develop- 
ment in the 1990's is an important strategic task. In view of this, a 
responsible person of the State Planning Commission pointed out: At present, 
while we are keeping the scope of investments in capital construction under 
strict control, we must repeatedly emphasize the necessity of guaranteeing 
key construction projects and devote ourselves to increasing the beneficial 
results of investments. 


At the national discussion meeting on the reform of the management system 
of building industry and capital construction, which is being held in 
Beijing, this responsible person said: This year has seen construction 
projects on too large a scale. Too many local key projects have been under 
construction. As a result, large amounts of funds have been spent and 
building materials used. This has hampered the construction of key state 
projects. All departments and the authorities in all localities must con- 
scientiously prioritize projects now under construction and make an overall 
arrangement for all projects in accordance with the State Council's quotas 
for investment control. In 1986 and 1987, no new projects will start with- 
out special approval. In addition, in drawing up the 1986 plan, all plan- 
ning departments must consider supplying on a priority basis funds and 
materials for key state projects that will produce great beneficial results 
and have good conditions for construction. There must be no gaps left on 
key projects. Nobody is allowed to use general projects to squeeze out key 
projects. No departments, no authorities anywhere, and no units may allo- 
cate for general projects funds and materials already allocated for key 
projects. 


The responsible person of the State Planning Commission called for responsi- 
ble persons of departments concerned and localities to personally grasp ke: 
construction projects, conduct on-the-spot investigation and study, super- 
vise and examine work, call on-the-spot meetings, and coordinate to solve 
construction questions in good time. Departments concerned in places where 
key projects are under construction must grasp the construction of key 
projects as the most important task of local capital construction and 
organize all forces to strongly support the construction. Departments in 











charge of the projects must coordinate closely with local governments. Conm- 
munications and transport, power supply, materials, commercial, and other 
departments and enterprises that supply equipment and materials needed for 
the construction of key projects must also be eager to help so that the 
construction of key projects can be guaranteed. Key project construction 
units must devote their efforts to raising the construction standard and 
putting an end to waste. 


The responsible person of the State Planning Commission emphatically pointed 
out: Thanks to reforms, beneficial results from China's capital construc- 
tion investments in recent years have increased. However, there is still 
large potential for economizing in investments. In the future, we must 
establish an assessment system for making policy decisions on projects, 
thereby strengthening the scientific nature of policy decisions. Research 
reports on feasibility of large and medium-sized construction projects, 
including key projects, and the design of large projects must first be 
assessed by engineering consultative companies designated by the state 
before they are listed in the construction plan. 


/6091 
CSO: 4006/394 


65 











JPRS-CEA-86-004 
9 January 1986 


CONSTRUCTION 


LARGEST DETERGENT MATERIAL PLANT IN OPERATION 
QW161854 Beijing XINHUA in English 1833 GMT 16 Dec 85 


[Text] Kunming, 16 December (XINHUA)--The Kunming Sodium Tripolyphosphate 
Plant, China's largest, began production after passing an appraisal of its 
first-phase project today. 


Sodium tripolyphosphate is a material for producing washing powder, which 
China imports in large amounts. 


A local official said the completed project has a total annual] capacity of 
30,000 tons of yellow phosphorus and 120,000 tons of sodium tripolyphosphate. 
When it is completed next year, it will basically meet China's needs for 
sodium tripolyphosphate to produce detergents. 


The plant, in the suburbs of the Yunnan provincial capital of Kunming, began 
construction in 1980 and used a state investment of 570 million yuan. It can 
now produce 30,000 tons of yellow phosphorus, 70,000 tons of sodium 
tripolyphosphate and 2,500 tons of detergents annually. 


The plant's principal equipment was imported from Federal Germany. 


Yunnan province has an estimated reserve of more than 20 billion tons of high- 
grade phosphate ore. More than 1.9 billion tons have been verified around the 
Kunming area. 


The province has 25 phosphate mines with a combined annual production capacity 
of 3.5 million tons of phosphate ore, one fourth of China's total output. 


Two hydroelectric power stations with a combined generating capacity of 2.1 
million kw are planned to be built in the next five years to help exploit the 
province's phosphate resources. 


/12913 
CsoO: 4020/131 
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URBAN CONSTRUCTION DEVELOPS IN PLANNED WAY 
0W161636 Beijing XINHUA in English 1435 GMT 16 Dec 85 


[Text] Beijing, 16 December (XINHUA)--China's urban construction has emerged 

from the disorder caused by the ten years of the turmoil of the “cultural ~ 
revolution” (1966-76) and has been developing in a basically planned way over 

the past five years, according to a senior Chinese official. 


Over 90 percent of Chinese cities and 70 percent of the county towns have 
worked out overall development plans for urban construction. All rural 
villages and small towns, which had no construction plan before, are expected 
to have them by the end of this year, Lian Zhong, vice-minister of Urban and 
Rural Construction and Environmental Protection, told a national meeting on 
construction, which opened here today. 


Planning has resulted in rational layout and saving of land, the vice minister 
said. 


With the rapid development of housing in the Sixth 5-Year Plan (1981-1985), 
housing is expected to average about five square meters per urban resident and 
about 15 square meters per rural resident by the end of the year. Thirteen 
percent of rural housing consists of multi-story buildings, the vice minister 
said. 


The construction enterprises under the ministry are expected to produce an 
output value of 162.3 [words indistinct] year plan, with an annual growth rate 
of 16.1 percent. 


/12913 
cso: 4020/131 
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CONSTRUCTION 


MEETING URGES URBAN CONSTRUCTION MANAGEMENT 
OW040053 Beijing XINHUA Domestic Service in Chinese 0204 GMT 2 Dec 85 
[By reporters Wang Weizhong and Zhou Zhengping] 


[Text] Fuzhou, 2 Dec (XINHUA)--How to manage and use limited urban con- 
struction funds effectively is a question needing a quick solution. This 
is the consensus of the participants to a meeting on summing up experience 
of auditing the urban construction funds of six cities. The meeting was 
held in Fuzhou in late November. 


The meeting was held after the financial, urban construction, and auditing 
departments completed a 4-month audit of the urban construction funds of 
Wuhan, Zhengzhou, Jinan, Xian, Shijiazhuang, and Changzhou cities. The 
participants held that it is necessary to ensure better management and use 
of urban construction funds, because our present urban maintenance and con- 
struction are lagging behind, and urban facilities cannot satisfy the needs 
of economic development and the people's livelihood. 


The audit has discovered that the biggest current problem concerning urban 
construction funds is the lack of coordination between management and use. 
The urban construction department has no power to prevent the collecting 
agencies from collecting and delivering less funds, nor does it have the 
power to prevent the financial department from appropriating less. For 
this reason, the 6 cities received 30 million yuan less urban construction 
funds last year than they were entitled to. The audit also discovered that 
14 organizations diverted urban construction funds to other purposes. 
Zhengzhou city in Henan Province successively lent more than 10 million 
yuan of urban construction funds, or 34 percent of its annual total, to 25 
organizations for other than urban construction purposes. Because urban 
construction funds are appropriated by the finance department directly to 
construction engineering units, urban construction management organizations 
sometimes do not even know how much money is at their disposal, and there- 
fore cannot formulate an overall urban construction plan. 


The participants made the following suggestions on how to use urban con- 
struction funds properly: 
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--Urban construction funds should be managed by the city urban construction 
committee after they are collected and delivered to the treasury by the tax 
department under the supervision of the finance department according to 
regulations, while construction projects are subject to examination and 
approval by the city planning committee. 


--The financial management and supervision of urban construction funds 
should be improved. The city finance bureau and the city auditing bureau 
should exercise overall supervision over the collection, use, and manage- 
ment of urban construction funds. The urban construction committee should 
formulate plans in accordance with financial regulations, and the finance 
bureau should transfer and place the funds for approved construction pro- 
jects under the management of the urban construciion committee. 


--The malpractice of “sharing food from the same big pot" in urban construc- 
tion tunds should be corrected, and the city departments concerned should 
take responsibility for proper use of the urban maintenance funds earmarked 
to them. All urban construction projects should be subject to open tender. 
Strict procedures for budgeting, final accounting, and checking completed 
projects before acceptance should be established to ensure the use of urban 
construction funds to their specific purposes. 


/6091 
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CONSTRUCTION 


MORE HOUSING TO BE BUILT UNDER NEXT 5-YEAR PLAN 
OW171254 Beijing XINHUA in English 1155 GMT 17 Dec 85 


[Text] Beijing, 17 December (XINHUA)--China plans to build a total of 750 
million square metres of urban housing space in the next 5-Year Plan period 
(1986-1990), 130 million more than the Sixth 5-Year Plan period (1981-1985). 


Lian Zhong, vice-minister of urban and rural construction and environmental 
protection, made this announcement while introducing the next 5-Year Plan 
about urban and rural construction to a national conference. 


All the urban and rural construction plans for that period must be approved by 
China's National People's Congress, the highest legislative authority in the 
country. 


In addition, the green space in cities will be enlarged to 30 percent of the 
total, he added. 


The average urban living space per capita will be six square metres in 1990, 
with a green space of three to five square metres per capita, the vice- 
minister said. 


In rural areas, he said, 700 million square metres of housing space will be 
constructed each year during the next five years, and the number of two or 
three-storey buildings will increase from the present 13 percent of the total 
to 20 percent. 


Lian Zhong said strict attention must be paid to infrastructure construction 
in the cities. The water supply shortage in the city should be alleviated 
appreciably and efforts should be made to provide 50 percent of the people 
living in townships with running water. 


Meanwhile, he continued, plans call for more than 40 percent of urban citizens 
to be able to use gas for cooking, and in cities such as Beijing and Tianjin, 
a gas supply for all residents should be achieved. 


During the next five years, pollution control measures will be enforced for 
township enterprises while the improvement of the urban environment remains 
the top priority. 


70 





In order to guarantee that the urban and rural construction is done in a 
planned manner, the ministry will submit to the state a number of laws. These 
will include regulations governing land usage by enterprises jointly owned by 
Chinese and foreigners, and the registration of foreign building enterprises 
in the country. 


/12913 
cso: 4020/131 
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PRC ENGINEERING CORPORATION EARNS GOOD NAME OVERSEAS 
HKO50751 Beijing CHINA DAILY in English 5 Dec 85 p 2 
[By staff reporter Chen Zhisong] 


[Text] The China National General Machinery Engineering Corporation, one of 
the 10 specialized engineering corporations under the Minister of Machine- 
Building Industry, has shown remarkable results since starting six years ago. 


The corporation has so far undertaken more than 369 projects at home and 
abroad. According to the corporation's statistics, business worth 91 million 
yuan has been done over the past six years. More than $16 million in foreign 
exchange has been earned for the state. 


Li Ronggqin, general manager, said that the enterprise had two main tasks. One 
is to contract project construction or complete production engineering, mainly 
in chemical and general machinery equipment lines; the other is to open 
domestic and international channels. 


The corporation is currently involved in key state projects to provide water 
treatment plants for a hot strip steeling mill and a continuous casting mill 
in the second phase construction of the Baoshan Iron and Steel Complex at 
Shanghai. 


Also under construction is a refrigeration plant for a textile factory in 
Nepal. Five such plants, four for the Bangladesh textile industry and one for 
a Thailand vermicelli factory, are being designed by the corporation. 


Project agreements with 26 domestic factories, involving a combined turnover 
of 19.9 million yuan, have been signed by the corporation, all to be finished 
during the next five years. 


The corporation is now also considering more exports of complete plants for 
the production of refined salt, rice and bran oil, polypropylent woven bags, 
cement and other chemical products, Li said. 


The corporation has so far earned a good reputation for its overseas projects. 
Immediately after its establishment in 1979, it contracted to undertake 
refrigeration plant engineering for the largest Thai textile company. 











The corporation has close links with many research units in the country. So 
far, 36 scientific research items and experiments on new product development 
have been done by the corporation. 


To expedite foreign technology import and organize exhibitions for foreign 
products, the Hong Kong based General Machinery Development Company Ltd was 
founded in May 1985 by the corporation in conjunction with the China Everbest 
Machinery Enterprise Company Ltd in Hong Kong. In the same year, a Beijing 
office for the joint company was opened to promote trade. 


/12913 
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BRIEFS 


SHANGHAI'S RUI XINGWEN INSPECTS DISTRICTS--According to JIEFANG RIBAO and 
WEN HUI BAO, Rui Xingwen, secretary of the Shanghai Municipal CPC Com- 
mittee, recently inspected 12 districts in the municipality to familiarize 
himself with the situation there and listen to briefings. He also gave 
instructions on civic work in the districts. During the inspection, 

Comrade Rui Xingwen paid close attention to the revamping of old districts 
and municipal construction. He said: One of the major tasks of urban 
governments at various levels is to do a good job in planning municipal 
construction. Comrade Rui Xingwen spoke highly of workers’ housing built 

by the local community and [words indistinct] in Nanshi and Luwan Districts. 
He urged all districts to explore measures for further mobilizing the people 
in accelerating housing construction. He also praised the (Siping) neighbor- 
hood in Yangpu District for making tull use of limited vacant lots in new 
residential areas by planting trees. Comrade Rui “ingwen aiso gave 
instructions on the work of neighborhoods, district party committees, and 
the district financial system. [Excerpts] [Shanghai City Service in 
Mandarin 2300 GMT 3 Dec 85 OW] /6091 


RAPID DEVELOPMENT IN CAPITAL CONSTRUCTION--Beijing, December 6 (XINHUA)-- 
China's electricity generating capacity has increased by nearly 20 million 
kilowatts in the past five years, 6.7 million kilowatts more than the 
target planned for the Sixth Five-Year Plan period. The State Planning Conm- 
mission gave this as an example of the country's success in capital con- 
struction from 1981 to 1985. Other statistics given include: Crude oil 
production capacity has increased by 44 million tons, nearly ten million 
tons more than planned. Th added coal production capacity is 85 million 
tons. Railways totaling 1,695 kilomete:s have been built, 1,700 kilometers 
doubletracked, and 2,300 kilometers electrified. Seaport cargo handling 
capacity has increased by 100 million tons in the five years. Four hundred 
million square meters of housing has been built for urban residents, 1/70 
million square meters more than during the previous five years. China has 
signed contracts worth 4.2 billion U.S. dollars with 60 countries for con- 
struction projects and labor services abroad. [Text] [Beijing XINHUA in 
English 1145 GMT 6 Dec 85 OW] /6091 
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DOMESTIC TRA™E 


WUHAN STRENGTHENS ECONOMIC LINKS WITH COASTAL ECONOMIES 
Beijing RENMIN RIBAO in Chinese 28 Oct 85 p l 


[Article by Sun Yuchang {1327 2768 2490] and Xu Jiaxuan [1776 1376 6693]: 
“Wuhan Promotes Reform, Strengthens Horizontal Economic and Techni al 
Cooperation; Enterprises Develop New Spheres of Production Outside City"] 


[Text] Plants and enterprises in Wuhan have taken the initiative of leaving 
the city to develop horizontal relations of economic and technical coopera- 
tion. At present, there are more than 640 integrated bodies and cooperative 
networks formed across regional and trade boundaries, with more than 

2,000 enterprises and units participating, The industry of the city is 
beginning to present a new outlook of harmonious developments in the urban 
and rural areas. 


In June last year, when Wuhan had opened the doors « 5 uree towns 
[Hankou, Wuchang and Hanyang], there was quite an inf products into 

the Wuhan market. The stern challenge from these produccs helped te lo 
enterprises realize the need to develop new spheres of production side 
the city. Therefore, Wuhan eagerly developed its horizontal economic links 
with other cities and between the urban and rural areas as an important step 
in promoting the city's reform, and actively created the necessary conditions 
for horizontal economic and technical cooperation. 


One of the main characteristics in the joint operations and cooperation 
Organized by the Wuhan enterprises was the breakout from the narrow confines 
of the meaning of expanded reproduction and to expand the radiation area of 
products through technical radiation. Wuhan No 2 Beverage Plant had a fine 
reputation, and the supply of aerated water it produced was always short of 
the demand. However, its development inside the city was hampered by the 
limited raw materials and worksites. By transferring its technical formula, 
this plant formed joint operations with 1l township enterprises outside the 
province and thereby expanded its productive capacity. This year, 6 of the 
jointly operated branch plants alone produced 20 million bottles of aerated 
water with an output value of 2.4 million yuan and taxes and profits totaling 
840,000 yuan. Wuhan No 2 Reverage Plant also made a profit of nearly 
200,000 yuan. 
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Breaking down the old convention of being "large and complete" and "small 
and complete," and developing competitive products through the proliferation 
of spare parts and accessories were other characteristics of the enter- 
proses' joint operation. Refrigerators of the bolt [luogan 5828 2616] type, 
whose sales amounted to 85 percent of the total sales volume of that trade, 
is the main product of Wuhan Refrigerator Plant. To further strengthen 
itself, this plant distributed 105 different types of spare parts and 
accessories worth 8 million yuan among 53 enterprises inside and outside the 
province. In the first 8 months of this year, the output of bolt-type 
refrigerators increased 52 percent, and the tuxes and profits increased 

40 percent over the same period last year. The Wuhan Boiler Piaut also 
distributed its products among small- and medium-size enterprises and then 
concentrated its labor and material resources on the trial manufacture of 
large high-parameter boilers which were urgently needed by the state. In 

so doing, the plant was meeting a social need as well as improving its own 
economic results. 


The first reform attempted by the plants and enterprises of Wuhan was by 
breaking away from the old convention of "self-serving" couperation and 
coordination and increasing the competitive power of their spare parts and 
accessories through public bidding. The Wuhan Laundry Machine Plant and 

39 other enterprises, disregarding the departmental and regional boundaries, 
sold 493 items of products through nationwide public bidding, and there were 
bids from 5,354 enterprises in 27 provinces, municipalities and autonomous 
regions throughout the country. As a result, these 40 enterprises established 
a new type of economic and technical co»rperation with 1,214 factories in the 
country and the quality of their products were greatly improved. 


9411/13167 
CSO: 4006/240 
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DOMESTIC TRADE 


NORTHWEST INCREASES ECONOMIC CONTACTS WITH COASTAI 
Beijing RENMIN RIBAO (OVERSEAS EDITION) in Chinese 24 Oct 8 


’ tt. 


[Article by reporter Dang Zhou [8093 0719]: Fconowic Conta 
Northwest and Hinterland Increasingly Active in Absorbing Fu 


wy) 


Technology and Training Personnel]"} 


[Text] Economic and technical cooperation between the five 
autonomous regions in northwestern China and 
has developed on a fairly large scale in recent years 


At present Shaanxi, Gansu, Ningxia, Xinjiang and Qinghai, 

China, have established their external economic cooperation 
offices at the provincial or regional level, and most of th 
autonomous prefectures, cities and counties have aiso estab 


sponding agencies in charge of this work. Xinjiang has fornr 


and technical cooperative relations in various forms with 


cities. In Gansu, its external economic and technical coop: 
developed from the provincial down to the perfectural, auton 


city, county, enterprise and college levels, and long-tern 
tion with more than 10 provinces and cities has been formed 


autonomous prefectures, and cities, 5l counties, 15 industri 
enterprises, and 19 colleges. According to incomplete statisti 
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1982, more than 5,000 cooperative projects have been undertaken 
cities. 


these five provinces and the inland and coastal provinces a 


The northwestern region has a weak economic foundation ind 
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problem in economic development is the shortage of funds. 


external economic and technical cooperation, these five provinces 


sorbed some funds from external sources through compensato1 
ventures, and used these funds to start construction proje 
its rich electricity and mineral resources, Gansu joined 
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funds of 1 billion yuan from other provinces and cities. Qinghai, Xinjiang 
and Ningxia are also negotiating with other provinces for joint undertakings 
in a number of industrial projects including the development of asbestos, 
coal, lead and zinc mineral resources, and the metallurgic, brewing and 
pharmaceutical trades. 


One of the important features of the external cooperation in these five pro- 
vinces and autonomous regions is the impo.:tation of advanced production tech- 
nology and management experience according to various reciprocal arrangements. 
Xinjiang has signed agreements with other provinces and cities for 1,6/0 
cooperative projects, 90 percent of which ire for technical cooperation. In 
Shaanxi, 3,00U township enterprises in Changan County have in recent years 
formed technical cooperation relations with 18 provinces and cities, including 
Guangdong and Shanghai, and nearly 100 enterprises, scientific research units 
and universities and specialized colleges. They have also employed more 

than 530 technicians of various types to serve as advisers or to teach new 
techniques. 


Jinghai has even sent a team of county magistrates and their deputies, and 
the director of the bureau in charge of commune- and brigade-run enterprises, 
to work in the hinderlands in order to learn about economic management. At 
the same time, these provinces and autonomous regions have sought the 
assistance of other provinces and cities in training a number of university 
and specialized secondary school students, technicians and skilled workers. 
Many of these trainees later became the key personnel in light and textile 
industries, agriculture and animal husbandry, machine-building, metallurgy 
and food and electronic industrial enterprises. 


9411/1316/7 
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FOREIGN TRADE AND INVESTMENT 


TIANJIN SUCCEEDING IN ASSIMILATING IMPORTED TECHNOLOGY 
Beijing RENMIN RIBAO (OVERSEAS EDITION) in Chinese 25 Oct 85 p 2 


[Article by Shi Delian [4258 1795 6647]: "Import Technology, Export 
Products--Tianjin's Achievements in Importing and Assimilating Technology"] 


[Text] Last year, Tianjin put into operation 102 imported technical projects 
and produced 127 varieties of new products of advanced standards with an 
annual output value of 380 million yuan. The taxes paid and profits delivered 
amounted to 108 million yuan. Of these new products, 66 varieties are being 
sold in distant foreign countries and the foreign exchange earned and saved 
exceeded $4 million, equivalent to more than three-quarters of the foreign 
exchange investment in these imports. 


Giving Prominence to Key Points in Importing 


In March 1983, Tianjin received approval from the State Council for importing 
technology for the transformation of smalk and medium-size enterprises. After 
the experiments of expansicn of the enterprises’ decisionmaking power, Tianjin 
concentrated its attention on 26 key trades which produced competitive goods 
instead of attempting an "all-round transformation" of all trades, when the 
associated projects were imported. Thus some products were updated fairly 
rapidly and the backward technology of factories in some trades was improved. 
The equipment of the decorative printing trade in Tianjin was formerly quite 
obsolete; in the past several years, these factories imported some technical 
equipment from fureign countries, manufactured some new equipment by learning 
from advanced technology, and eliminated more than 800 sets of outdated 
equipment. Now, 60 percent of the equipment in this trade is of the advanced 
type, and the backwardness of the entire trade has ended. 


One of the characteristics in the imports of Tianjin is the priority of 
technology over equipment. Tianjin believed in the need to import some 
equipment, but in view of the restrictions in developing production and 
technology, it has raised the proportion of technology in its importation 
plan. As a result, the all-purpose petroleum machinery, motor vehicle, 
metallurgical product and radio industries are now in a better position to 
develop their products. 








Distinctive Goals of Products 


In importing technology and transforming its small- and medium-size enter- 
prises, Tianjin has its eyes on the internaticzal market and is striving to 
increase its exports for foreign exchange earning. Even though some imported 
products have to be sold on the domestic market, it makes every effort to 
substitute domestic for imported products in order to save the state's foreign 
exchange. To accomplish this, Tianjin had to check every imported item very 
carefully to be sure that it can produce fine-quality products. It would 
never permit the use of advanced technology to produce low-grade goods. 


The Tianjin Printing and Dyeing Plant spent $6.7 million in importing 15 sets 
of chemical fiber printing and dyeing equipment and made it possible for its 
polyester/cotton and bleached polyester/cotton fabrics with printed designs 
to enter the international market. Now, its foreign exchange earnings double 
its foreign exchange investment every year. 


Methodical Assimilation of Technology 


Tianjin has been able to improve its economic results fairly shortly after 
importing technology mainly because it has made great efforts in its digestive 
and creative work. Its methods are mainly as follows: 


Item: Joint digestion and absorption with the help of social resources. In 
the past, the technology, design, techniques, parts, elements and materials 
of some large imported projects were distributed among various tiades with no 
unified guideline. As a result, there were problems with the lack of a 
common goal and synchronized progress, and competitive power could not be 
increased. In view of this, Tianjin is now dividing up the project to form 

a "chain" extending across trade boundaries and having the plant using the 
main machine as the "leader." The work of digestion, absorption and develop- 
ment is now all coordinated throughout the "chain." 


Item: Striving for creation in the course of digestion and absorption. Many 
units in Tianjin are not contented with merely the operation and use of 
imported technology, and are making every effort to combine digestion with 
creation so that the imported technology could be used more intensively and 
extensively, and with better results. No 6 Radio Elements Plant, for 
exemple, imported the technology of producing delay lines. According to the 
orizinal design, tiie product could fit only one type of color television. 
After digestion and improvement by the piant, the lines are now suitable for 
all the color TV sets in the country, and one of these lines can serve the 
purpose of several other lines. 


Item: Proceeding from the overall situation instead of "Tianjin alone." The 
purpose of digesting and absorbing imported technology is to increase the 
productive forces in China. Though located in Tianjin, the Tianjin enter- 
prises are bearing in mind the whole country instead of trying to make 
Tianjin conspicuous in every way. If any project has already been imported 
by another province or city, Tianjin never duplicates it. In other words, 
Tianjin would do anything to refrain from engaging in “rivalry” with other 
places. 
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(about U.S. $11.26 billion) in the first three quarters of this year, repre- 


senting a i 3 percent inc rease is mparedc with the same period last year. 


According to Hong Kong Government statistics released by Hong Kong Gene: 
Chamber of Commerce, Chinese mainland has become the leading trade partner: 
ot Hong Kong. From January to September, total value of Hong Kong's 
foreign trade is 342.55 billion Hong kong dollars (U.S. $43.9 billion), one 
fourth of which is between Hong Kong and Chinese mainland. 


in the same period, Hong Kong once again bought more goods trom Chines« 
mainiand than from J ipan. umport rrom ctninese Malniand reacned S4vU.,/t 
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nong Aong s re-exports Co Chinese main was more than doubled in thi 
period, whl le its domestic exports t C ne latter increased by 54 percent. 


Hong Kong had a 6.344 billion Hong Kon lollar (U.S. $0.813 billion) 


trade surplus in its trade with Chinese mainland in the first 9 month 
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GUANGXI INCREASES USE OF FOREIGN FUNDS, TECHNOLOCY 
Beijing RENMIN RIBAO in Chinese 28 Oct 85 p 2 


[Article by correspondent Xie Pongzhen [6200 2837 6966]: "Guangxi Promotes 
Importation of Foreign Funds and Technology"] 


[Text] Guangxi Zhuang Autonomous Region is speeding up its importation of 
funds and technology from foreign countries in order to develop its economy 
at an earlier date. In the first 8 months of this year, it signed 151 con- 
tracts on such imports. These imports involved $240 million, of which 

$180 million came from external sources. The number of contracts signed 
since the beginning of this year is greater than the total in the previous 
6 years, and the amount involved has been increased by 70 percent. 


Guangxi is fairly poor and its economic development in recent years has 

been rather slow. It was also short of funds for economic construction. To 
bring in more funds and technology from foreign countries, the people's 
government of the autonomous region held a regionwide conference on the 
utilization of foreign funds in September last year. Internally, it 

decided to simplify the administration and delegate more power to the lower 
levels, and externally, it decided to further enhance the effects of the 

open door policy. Im April and May this year, it held the first international 
economic and technical cooperation meeting in Guilin and invited many fac- 
tories owners and entrepreneurs from Hong Kong, Macao and foreign countries 
to discuss with the Guangxi economic delegation on economic aid and technical 
cooperation. Some 700 visitors from more than 20 countries and regions 
attended the meeting. Ever. after the meeting, many foreign traders continued 
to visit Guangxi, and their number greatly exceeded that of previous years. 
These visits have led to a new development in the work of importing foreign 
funds and technology. 


One of the characteristics in Guangxi's importation of foreign funds and 
technology is the change from the processing of supplied materials and 
compensatory trade on small scales to long-term cooperation, mainly in the 
form of cooperative operations and joint ventures. Because of preferential 
treatment for investors, the smooth way contracts of cooperation were ful- 
filled, and the attractive profits, foreign investors are now full of 
confidence. That was why in the contracts signed this year, Hong Kong 
traders alone invested more than $3 million in 7 large- and medium-size 








projects. From April last year to June this year, Beihai City brought 

in $7 million with which technical transformation was carried out in more 
than 20 old enterprises. By now, some of the projects have been completed 
and put into operation. Nanning No 5 Radio Plant and a German firm in 

Hong Kong formed a joint venture by the name of Nanning Fengde Co. Ltd, with 
a total investment of $1 million, of which nearly $500,000 came from the 
foreign partner. This company has exported 70 percent of its own quadruple 
variable [silian kebian 0934 5114 0668 6239] condensers. Guilin No 3 Radio 
Plant has brought in more than $5 million (including $2 million for the 
current year) to develop production. The electrolysis condensers produced 
by this plant were exported this year. 


While bringing it foreign funds and technology, Guangxi has also paid 
attention to development planning and the proper use of these funds. The 
funds brought in this year were still mainly used to develcp energy, trans- 
portation, hydropower, nonferrous metals, building materials and tourism, 
while the advanced technology was used for the technical transformation of 
existing enterprises. It also paid attention to the importation of “soft- 
ware’ and gradually eliminated that of “hardware.” For example, Guilin No 1 
Radio Plant spent only $40,000 in importing from Japan the technology of 
producing new products, and then reaped the benefits of reducing investment 
and stiowing quick results. Besides that, the autonomous region is now 
undertaking as many projects of development and foreign exchange earning as 
permitted by its rich local natural resources. 


At present, Guangxi has on hand more than 100 cooperation projects open t 
negotiation and choice by forei,n traders. These projects will serve as the 
foundation for drawing in funds and technology from foreign countries next 
year. 
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NEW PRC INTERNATIONAL LEASING CORPORATION MAKES GOOD START 
HK060651 Beijing CHINA DAILY in English 6 Dec 85 p 2 
[By staff reporter Xie Songxin] 


[Text] Hangzhou--Although only 7 months old, the Shanghai-based Internation- 
al Leasing Corporation Ltd has gotten off to a flying start. 


Chen Xiaoning, an official with the corporation, told CHINA DAILY in an 
interview here that the corporation had signed 40 contracts worth $40 

million by early October. Another $10 million is expected by the end of this 
month. 


The corporation's business sphere has expanded to Hebei, Guangdong, Jiangsu, 
Anhui and Zhejiang provinces and to the city of Shanghai. 


Hebei has been the strongest source of business. In September business talks 
in the city of Shijiazhuang there, the corporation concluded contracts worth 
$20 million, edging out two competitors. 


Leasing firms can assist export oriented businesses in producing more exported 
goods by importing advanced equipment, Chen said. 


His corporation imported diesel generators for a generating plant in 
Zhongshan County, Guangdong Province to ensure industrial electricity supply. 
Last year, the county exported $40 million worth of manufactured goods and 
farm produce. 


The corporation was established by China National Technical Import Corporation, 
China Investment Bank and Mitsui Co Ltd of Japan, with a Chinese as chairman 
and a Japanese as president. 


As a joint venture dealing in finance and foreign trade, the corporation 
offers certain advantages to clients, according to Koken Iwata, president of 
the corporation. 


Banks operating under Mitsui and the China Investment Bank can help provide 
the foreign exchange needed for imports. Overseas representative offices of! 
Mitsui and the China National Technical Import Corporation enlarge the firm’: 
business realm and provide world training information. These offices can also 
help Chinese businesses in product export, Koken said. 
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FOREIGN TRADE AND INVESTMENT 


PRC TO 23OPT MORE LAWs ON FOREIGN BUSINESS 


W1208346 Bei XINHUA in English 0813 GMT 12 Dec 85 


, 


Text} Guangzhou, December 12 (XINHUA)- China plans to work out more than 


) laws and regulations invo.ving foreign business during the Seventh 


Five- 


Year development plan period (1986-1990), 20 of which will be issues or 


> 


deliberated in 1986. 


Ibis was disclosed at the second national seminar on economic legislat 


now in session here. 


ion 


ext year s iist includes laws on company, bankruptcy and customs, foreign 


e® and overseas investment. 


Important « nomic laws now under discussion include maritime commerci 


al 


law, law on enterprises Sino-foreign cooperative, and a law on enterprises 


_e> : " oa ‘ey 
Wit ss * I ré ign investment. 


total f more than 160 laws and regulations will be issued in the ne 


>) vears, a rding to the seminar sources. 


An ofticial ft the Chinese Economic waw Society attending the seminar 


xt 


told 


XINHUA that pending legislation would center on attaining the ~bjectives of 


the Seventh Five-Year Plan, with the focus on economic restructuring, 
ing further to the other countries and developing energy and transport 


Another 45 laws cover the strategic pattern and major principles of e 


| ] babes tha ee ; te " 7 .4 7 WT, , ; ~ . : > ; tT > ‘ 
lieveiopment, science, edcucation, cuiture, economic structure and means 


: , ’ : ’ " 
regulatiou., and people's welfare and social security. 


Ihe legislation work on all economic activities is, conducted under the 


t the tate Council. The laws and regulations drafted have already been 


open=- 


onomi 
oT 


direction 


to various central departments and governments of provinces, municipalities 


ind autonomous regions tor opinions. 
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RC HOSTS INTERNATIONAL SECOND-HAND EQUIPMENT TRADE TALKS 


HKO20609 Beijing CHINA DAILY in English 2 Dec 8 


Ww 
wo 
r 


[By statf reporter Xie Songxin]} 


4 al 5 . . -* . . . . 
iText}] Hangzhou--China is exploring new ways to save valuable toreign ex- 


change in the import of industrial technology at current talks on trade in 
second-hand equipment. 


The 6-day Hangzhou International Second-hand Equipment Trade Talks opened on 
Friday at Zhejiang Exhibition Centre. It is the first meeting of its kind 
in China and the first ever held in a buying country rather than a selling one, 
said Sun Jiayun, vice executive president of the Spare and Components Import 
Company under the China National Technical Import Corporation. The talks aim 
for the exchange of information on international second-hand equipment as well 


as signed contracts. 


| * , : * ‘ i. rchn fj ] , ; ‘ ; 
importing second-hand equipment would promote the technical renovation needed 


= ; _ , - : 
during the Seventh Five-Year Plan period, said Chen Fei, vice minister 
roreign economic reliations and trade. Ihe limited amount of toreign exchange 
; 7 ; } 1A oo 4 . aa] ‘7 ’ , | Tt j 
avaliabie should be spent om the most important projects, he added. ine /¥ 


~~ 


r 
foreign businesses attending have brought 1,600 equipment sample hines« 
business had shown especial interest in 49 of them, which all showed strong 
prospects for deals, said Sun. 
Most of the equipment is of the world technical levels 
suiting most Chinese buyers, Sun said. ome Chinese factori« ire stil 
equipped with 1:40's machinery 


Only the Tibet and Xinjiang Uygur autonomous regions, Gansu Province an 
Taiwan have not sent representatives to Hangzhou. 


Discussions of textiles, chemicals, metal processing, building equipment, 


and international renting arrangements were to be held, Sun sai 
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¢ 
RENEWED STUDY OF FOREIGN INVESTMENT STRATEGY 
HK120555 Beijing CHINA DAILY in English 12 Dec 85 p 4 
[Text] /In a signed article in the periodical Spring of Sciences, the writer 
held that a renewed study of strategic guidance for the introduction of foreign 
2 
investment was necessary. Excerpts follow:/ [passages within slant lines 
published in boldface] 
[The most important phenomenon in the international economic realm after 
World War II is the development of internationalization of capital, whilé 
economic integration has become the basic trend of the development of 
international economy. 
China has, so far, remained one of the few countries drifting independently 
from any block of economic co-operation. Foreign capital has been merely . , 
used for special purposes rather than seeking full cooperation with it. uch + 
au economic system must be gradually changed tc allow China to participate in 
the international division of labour and economic cooperation. Tactical think- 
ing must be raised to realize the need to implement the tollowing two basi 
strategies. 
The first strategy advocates a “northward expansion” which is to open the 
Chinese inland markets with a ' ¥ to inducing foreign capital to expand 
northward and torm a large and wide area to accept and digest direct foreign 
investment. 
National economic construction places three basic functions on foreign capital: 
fo ease shortages of domestic capital, to introduce advanced technology and t: 
promote technical advancement of the national economy. 
[he investment strategies of transnational corporations, on the other hand, 
are roughly divided intr those attracted by resources, those drawn by market 
ind those aiming at production of an intermediate nature. The first two account 
for 80 percent of transnational corporate investments. 
if we cannot offer a part of our domestic markets to the two largest categori: 
f transnational corporations, i.e., those aiming at exploiting resourc: 
those at markets, we will lose our appeal to many of them. 
88 
: 





If we were bold enough to open our domestic markets to foreign capital, we 
would not only satisfy the basic requirement of these corporation for an ideal 
investment environments, we would also provide a strong stimulus to shorten the 
technological gap between us and the developed countries. 


{If we are bold enough to tolerate, to a certain extent, the shock of foreign 
investment in our national industries, and introduce direct foreign investments 
into basic departments of our national economy, as we were in the First Five- 
Year-Plan period, we will be able to introduce more foreign capital, promote 
our level of technology and realize a more rational distribution of industries 
across the country. 


The introduction of foreign investment in production of an intermediate nature 
will appeal only to ua few transnational corporations. Only by introducing 
foreign capital into our domestic markets will we be able to build a system 
capable of digestin, anu absorbing advanced foreign technology. 


The second strategy advocates a "southward drive" which is to build Shanghai 
into an international financial centre with a view to stabilizing our economic 
and trade relationship with the area surrounding the Pacific and promoting 
economic cooperation with America, Japan and the ASEAN countries. 


Our economic cooperation with the Soviet Union and Eastern European countries 
in the 1950's was actually a kind of regional cooperation which helped to lay 
a foundarion for the development of our industrialization. If our economy 
returns again to a regional cooperation, greatly vitality will surely be 
brought to our economy. 


World economic trends show that principal economic blocks in the Pacific 
region (America with financial centres in Los Angeles and San Francisco, Japan 
in Tokyo and ASEAN countries in Singapore) have already been preliminarily 
equipped with financial conditions to participate in the economic cooperation 
of the region. But the development of the Chinese economy will certainly hold 
the balance of the whole situation. 


For a long time, China has depended on Hong Kong as a main window for foreign 
finance. But Shanghai actually has far better prospects of development as an 
international financial centre than Hong Kong. It maintains a much stronger 
connection with the hinterland and commands much greater economic strength 
than Hong Kong. Dependence on the later will restrain the flow of capital, 
increase the interference of Hong Kong dollar fluctuations on our internat onal 
exchanges and will not satisfy our needs in foreign economic relations. 


It is absolutely necessary to grant greater economic power to Shanghai and 
have it developed into a Chinese, or even an Asian, centre of trade and 
finance. The current system of highly monopolized foreign exchanges by the 
Bank of China must be reformed to allow the principal productive enterprises 
and other financial institutions to directly participate in international 
banking activities. 


89 








The setting up of our own international financial center will provide us 
with conditions to participate on a comparatively equal footing in the economic 
cooperation in the Pacific region. 


Direct investments by transnational corporations are mostly investments in 
fixed assets. The normal operation of their overseas agencies requires 
corresponding financial institutions to regulate their flow of capital. One 
of the reasons that our hinterland market cannot attract great amounts of 
foreign investments is that there is no appropriate international financial 
market in the vicinity to regulate the international flow of capital. 
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THEORETICAL BASIS FOR EVALUATING OPEN DOOR RESULTS 
Fuzhou FUJIAN LUNTAN [FUJIAN FORUM] in Chinese No 10, 5 Oct 85 pp 19-21 


[Article by Ye Xiangping [0673 0685 1627]: "Multidimensional Mode of Thinking 
and Pluralistic Goals of the Open Door" |] 


[Text] Recently, China's open door policy has been evaluated by people at 
home, abroad and in Hong Kong from different points of view and methodologies. 
Some have called it a success, while others hold that since the special 
economic zones [SEZ's] have not attained the "three main objectives" (indus- 
try, foreign capital, and exports) and the "three high goals" (advanced 
technology, high foreign exchange earning, and good economic results), they 
are now a failure. 


The latter view has produced wide repercussions at home and abroad. How to 
inake an overall evaluation of China's open door by seeking truth from facts 
has now become an urgent and important theoretical and practical question. 


Such an evaluation inevitably touches on the goal of the open door. Unless 
the goal is distinctive, there can naturally be no way of evaluation. How- 
ever, a correct understanding of the open door's goal is closely related to 
people‘s mode of thinking. In this article, this question will be discussed 
tentatively. 


Chinese scholars trying to understand the open door's goal have traversed a 
zigzag course. At the early stage of the open door, when the central 
authorities decided to establish SEZ's in Shenzhen, Zhuhai and Shantou of 
Guangdong and Xiamen of Fujian, and to use special policies and preferential 
treatment to attract foreign funds, to set up joint ventures and cooperative 
enterprises, and to develop the business of "processing materials supplied 
by customers, processing according to samples supplied by customers, and 
assembling parts supplied by customers, and compensation trade," many comrades 
Suggested that the goal of the open door should be to earn foreign exchange, 
to increase income, to provide more job opportunities, and to develop the 
local economic construction of SEZ's. 


As the situation developed, however, people gradually came to know that the 


economic gains and economic development of SEZ's as well as the job oppor- 
tunities created amounted to a very small proportion of the national total. 
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If the goal of China's open door is only so limited, then the SEZ's are of no 
great significance. Comrade Zhao Ziyang said during his inspection tour to 
Xiamen SEZ: "The purpose cf the SEZ is not to solve the problem of employ- 
ment or purely to increase output value. We allot a piece of land and offer 
preferential treatment for the main purpose of bringing in some technology- 
intensive and know-how-intensive enterprises so that the SEZ could serve as 

a window giving a view of the advanced production technologies and advanced 
management methods in the world."’ Comrade Ziyang's remarks have raised the 
open door to a higher plane, and set the most up-to-date technologies of the 
world as its main target. Furthermore, with the SEZ's as a breakthrough 
point, China's economic construction will be developed more rapidly to narrow 
down the g2p between China and the developed countries. 





Several years have passed, and following these four SEZ's 14 coastal cities 
have also opened their doors. Now, the Chang Jiang region, the Zhu Jiang 
region and the three delta regions of Xiamen, Changzhou and Quanzhou of 
Fujian have joined the rank of open door regions. As the situation now 
stands, however, none of the open door regions has yet attained the "three 
main objectives" or the "three high goals." As for the importation of new 
technologies, particularly those related to the new technological revolution, 
they have basically no success to boast of. What they have imported are 
mostly labor-intensive industry and tertiary industry of low technical stan- 
dards, and their products are mostly of the low and medium grades. Under 
such conditions, let us find out how we should view China's open door goal. 
If the goal of importing the most up-to-date technologies has not been 
attained, is the open door a failure? For a correct answer to this question, 
the use of a traditional monodimensional mode of thinking would be futile. 

To understand the highly complex open door activities, we must use the modern 
nultidimensional mode of thinking and conduct our observation from many 
different points of view, at many different levels, and in many different 
respects. As far as the mode of thinking is concerned, the view thet China's 
open door is a failure is the result of a monodimensional mode of thinking. 
According to this mode of thinking, monism prevails as the starting point, 
the core and the end result, and is expressed as thinking in a single direc- 
tion, from a single angle, according to a single logical rule, leading to a 
single conclusion, and based on a single criterion of evaluation. This mode 
of thinking has made indelible contributions in the history of intellectual 
development, but today, when people's knowledge has developed to the present 
level, its shortcomings, such as one-sidedness, isolationism and conserva- 
tism have been increasingly revealed. If China's open door goal is viewed 
according to this mode of thinking, monism and absolution will be the 
inevitable result: There must be a higher foreign exchange earning capacity 
(through such low-level dealings as processing materials, processing according 
to samples, assembling parts and compensatory trade) with the importation 

of most up-to-date technologies as the only alternative. Now, if the success 
or failure of the open door is to be decided in light of this single goal, 
there can naturally be only one conclusion: We have either partially suc- 
ceeded in foreign exchange earning and in job placement, or failed to import 
the most up-to-date technologies. 








However, if we use a multidimensional mode of thinking in observing China's 
open door, our conclusion will be different from or even diametrically 
opposite to what has been reached through a monodimensional mode of thinking. 
The so-called multidimensional mode of thinking refers to the mode with two 
or more logical leads and formed of many directions and starting points of 
thinking, subject to many logical rules, and leading to ideological conclu- 
sions according to a comprehensive criterion of evaluation throughout the 
process of thinking. Objective things are highly diversified and have many 
ideological structures, particularly since the 20th century when social 
phenomena have become complicated and all social entities and social links 
have developed both vertically and horizontally, or even become interwoven 
into various network systems. If people's thinking still remains in the 
Stage of a monodimensional mode, they will find it difficult to describe 

the ever-changing social phenomena correctly. We can say that the change 
from monodimensional to multidimensional thinking is necessary for the 
developments of the material world and the society, as well as a natural 
outcome of scientific and intellectual developments. In evaluating the open 
door question, we must use multidimensional thinking before we can arrive 

at a correct and realistic conclusion. 


According to the multidimensional mode of thinking, the goal of an open door 
is an entity formed of many elements. At least, it can be divided into a 
general goal and a concrete goal. Of these two, the former is more stable, 
and the latter, more flexible. The latter should serve the former and can 
change its own substance and form according to circumstances. The concrete 
goal can also be divided into the goal of a certain region and the goal of a 
certain stage, and these two goals also have many different aspects. All the 
goals are interconnected. They can influence and may even crisscross one 
another. A multidimensional mode of thinking will precisely break down the 
goal of the open door into many levels and aspects, and enable us to observe 
these levels, aspects and their relationships separately from different 
angles before comprehensively mastering the common nature and common function 
at each level and in each aspect, and finally placing the goal at a certain 
point in the entire range of open door activities. Only then can we view 

and evaluate the open door without monism, absolutism, oversimplication or 
one-sidedness; only then can we arrive at a realistic conclusion on the open 
door's success or failure. 


According to China's socialist character and its modernization requirements, 
the general goal of its open door can only be to change the sealed-off type 
of economy into an open type, and to bring in advanced technology, advanced 
management methods, foreign funds, raw materials and skilled personnel, in 
order that it could rapidly increase China's productive forces, participate 
in international economic cooperation and division of work, increase its 
competitive power on the international market, and end its economic backward- 
ness. When the general goal has been ascertained, there will be a basis for 
evaluating the open door. Although the SEZ's and open zones have not yet 
brought in the most up-to-date technologies of the world, they have opened 
China to the outside world, ended China's long isolation, and brought in 
some foreign funds and fairly advanced technologies and equipment. At the 
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same time, the practice of the open door has greatly enlivened its economic 
activities, stimulated the four modernizations drive, and raised the people's 
living standards. If the general goal is viewed in light of these facts, 
which everyone can see and understand, it would not be difficult for unprej- 
udiced people to decide on its success or failure. 


The concrete goal, viewed according to the multidimensional mode of thinking, 
should be pluralistic instead of monistic. From an overall and long-range 
view, the goal of the open door should be the importation of new technologies 
and the establishment of new industries. According to the concrete conditions 
which vary in different zones, it should be pluralistic in nature and include 
the following: First, pluralistic regional goals. All SEZ's, open cities, 
regions with developing economy and technology and open deltas should bring 
into play their own strong points and decide on their own goals in light of 
their own economic, technical, geographic, resource and social conditions, 

and there must not be any arbitrary uniformity. The regions with a solid 
industrial foundation and technical resources may bring in the most up-to-date 
technologies of the world as their goals, but those regions with good natural, 
geographic and resource conditions (such as those in the vicinity of Hong 

Kong and Macao) may export processed products and earn foreign exchange as 
their goals. If they have rich tourist resources and are suitable for 
tourism, the development of tourism may be their goal. If they have the 
facilities for free trade, they should be developed into free-trade zones. 
Some regions have high scientific and educational standards; they can also be 
developed into scientific centers. The attempt to bring in the most up-to- 
date technologies and to increase the regions’ competitive power overnight, 

or to turn them into comprehensive regions that are "small and complete" or 
"large and complete" are impractical. Second, pluralist goals as regards 
Stages. Opening the country to the outside world has to go through a process 
of development, and the goal varies at different stages. Even for those 
regions that are suitable for importing the most up-to-date technologies and 
for developing new industries, there is the beginning stage which is different 
from the takeoff stage. At the beginning stage, they must have adequate funds, 
technologies, personnel and experience, and must constantly improve the 
environments of investment. Therefore, they also have immediate, medium- 
range and long-range goals and different stages of development from labor- 
intensive to capital-intensive and then technology-intensive industries. 
During the first two stages, they should bring in some low-level technologies 
and try to increase their foreign exchange earnings and accumulations by 
exporting processed products of a labor-intensive type in addition to agri- 
cultural, sideline, native and special products as well as resource products. 
At the same time, we have to make some concessions for foreign goods on our 
domestic market, draw in urgently needed funds, improve the investment 
environments and the quality of our enterprises which deal with foreigners, 
and appropriately strengthen our traditional and basic industries. All these 
actions will play an important role in preparing ourselves, accumulating 
experience and laying the foundation for the future task of importing the most 
up-to-date technologies, developing new industries and selling high-grade 
products oa the international market. Once the general goal is determined, 

we will be able to evaluate the result of our open door, and if the pluralistic 
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concrete goals are clearly understood, the criteria of evaluation will be 
more concrete and larger in number. Since many of our goals have not been 
attained, it would be difficult to say that the open door is a success; 
however, the practice of the past several years has shown that some of the 
concrete goals have been realized, and such realization has paved the way 
for the realization of the other concrete goals and even the general goal. 
Therefore, we can and should unequivocally and with perfect assurance say 
that China's open door has been a great success. At present, all the open 
zones as a whole are still in the first stage of opening, and have not, for 
the time being, brought in the most up-to-date technologies. However, they 
have made fairly great achievements in earning foreign exchange, increasing 
their income, providing jobs and developing imports at the low and inter- 
mediate levels. These achievements have also become the necessary preparation 
and the prelude for importing the most up-to-date technologies. Ignoring 
these facts and dismissing China's open door as a failure are groundless. 


As for the way to interpret Comrade Zhao Ziyang's remarks on his inspection 
tour to Xiamen SEZ (as quoted here earlier), there is, in my opinion, also the 
question of the mode of thinking. Interpretation according to the monodi- 
mensional mode of thinking may cause distortion and misunderstanding by giving 
the impression that the goal of bringing in advanced technologies and the 

goal of earning foreign exchange, increasing output value and creating job 
opportunities are irreconcilable, since they cannot combine to form a unity 

or be linked together. If we interpret these remarks according to the 
multidimensional mode of thinking, we will find that Comrade Ziyang was only 
stressing the key points and highlighting the profound significance of the 
open door, namely, advanced technology as the main goal. At the same time, 
Comrade Ziyang's remarks also showed the direction of future development for 
the SEZ and China. He did not mean that there is only one goal and at only 
one level, such as importing advanced technology and advanced management 
methods and leaving out the solution of the employment problem and the need 

to increase output value. Nor did he say that all SEZ's and open zones should 
only bring in advanced technology in the same way without adapting measures 

to the time element and the existing conditions. Above all, he did not say 
that earning foreign exchange and increasing the output value cannot be a 
preparation for importing the most up-to-date technologies. Obviously, his 
remarks about "not to solve the problem of employment or purely to increase 
the output value" by no means exclude the pursuit of output value; he merely 
opposed reckless pursuits for output value. The words "for the main purpose 
of bringing in some technology-intensive and know-how-intensive enterprises” 
do not mean ignoring the necessity of bringing in labor-intensive enterprises, 
but rather stress the main point of bringing in technology- and know-how 
enterprises. Interpretation of these remarks according to the monodimensional 
mode of thinking may cause theoretical confusion and practical mistakes. 
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FOREIGN TRADE AND INVESTMENT 


TIANJIN EXPANDS INVESTMENT ABROAD, IN HONG KONG 
0W120820 Beijing XINHUA in English 0755 GMT 12 Dec 85 


[Text] Tianjin, 12 December (XINHUA)--Tianjin has invested in 17 joint 
ventures abroad and in Hong Kong, according to municipal authorites. 


Tao Zongyu, a municipal official in charge of foreign economic relations and 
trade, said this form of foreign cooperation was expanding. 


The joint ventures include 10 businesses dealing in trade and seven industrial 
enterprises, involving 4,470,000 U.S. dollars in Chinese investment. 


Located in Canada, Japan, Pakistan, the United States, Venezuela, the Yemen 
Arab Republic and Hong Kong, the joint ventures produce welding rods, shoes, 
food seasoning, dies, textiles and animal products. 


Tianjin's investors, including industrial enterprises and the municipal 
foreign trade department, can offer advanced equipment and skilled technical 
teams, said Tao. For example, Tianjin welding-rod factory, which manufactures 
products selling well abroad, joined a Pakistani firm in opening a welding-rod 
plant with an annual production capacity of 6,000 tons. 


Most of these overseas joint schemes are small at present, but the authorities 
are reviewing iheir progress with a veiw to further expansion. They have 
suggested that the state should draw up legislation on Chinese overseas 
investment. 


/12913 
CSO: 4020/128 
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BRIEFS 


OVERSEAS CONSTRUCTION SERVICES EXPANDED--Changchun, 12 December (XINHUA)-- 
Jilin province has contracted 34 overseas construction schemes and other labor 
services over the past five years, a provincial official said here today. 

Guan Changyu, of the Jilin International Economic and Technical Cooperation 
Company, said the schemes were worth a total of 70 million U.S. dollars. He 
said that his company, which handles the north-eastern province's overseas 
labor services, had established ties with more than 20 countries and regions. 
Founded in June of 1981, the company has sent 1,700 advisers and workers 
abroad, and has earned more than four million U.S. dollars in foreign 
exchange, Guan said Jilin had about 470,000 architects, engineers and skilled 
workers available for such industries as chemicals, forestry, metallurgy, 
mining, geology, water conservancy and power. The company expects to expand 
its business by 50 percent a year in the next few years. [Text] [Beijing 
XINHUA in English 1135 GMT 12 Dec 85 OW] /12913 


XIZANG PREPARES TRADE MISSION--Lhasa, 9 December (XINHUA)--Tibet will soon 
send its first business delegation to Hong Kong, according to local officials. 
The 12-member group will meet Hong Kong business leaders to explain how the 
open policy is carried out in the region, and to discuss bilateral trade and 
economic relations and cooperation in tourism. The delegation will stage an 
exhibition of Tibet's produce, including fur, leather and wool goods, and more 
than 40 kinds of minerals, including copper, borax, chromium and marble. The 
display will also feature Tibetan handicrafts and traditional medicines. 
[Text] [Beijing XINHUA in English 1621 GMT 9 Dec 85 OW] /12913 


JAPANESE TRADE MISSION--Beijing, Dec 1 KYODO--Mission from the Japan Associa- 
tion for the Promotion of International Trade (Kokubosoku) arrived here Sunday 
for talks with Chinese officials. The mission is led by former Foreign Minis- 
ter Yoshio Sakurauchi, chairman of the association, and members will meet with 
Chinese leader Deng Xiaoping and economic and business leaders. The talks are 
expected to cover Japanese cooperation in China's Seventh Five-Year program 
starting in 1986 and Japanese imports of Chinese oil and coal. Sakurauchi is 
reportedly carrying messages from Prime Minister Yasuhiro Nakasone to the 
Chinese officials, regarding the current bilateral trade imbalance in favor of 
Japan and other Japan-China relations. The mission leaves Thursday. [Text] 
[Tokyo KYODO in English 1034 GMT 1 Dec 85 OW] /8918 
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SPECIAL ECONOMIC ZONES 


XIAMEN SEZ'S BALANCE OF PAYMENTS, OTHER PROBLEMS DISCUSSED 
Fuzhou FUJIAN LUNTAN [FUJIAN FORUM] in Chinese No 10, 5 Oct 85 pp 29-30, 7 


[Article by Wang Jiang [3769 0256]: "Certain Problems in the Economic 
Development of Xiamen SEZ"] 


[Text] For more than 1 year, Xiamen SEZ has steadfastly implemented the 
central authorities’ strategic policy decisions with remarkable results. 

Its economy is undergoing a rapid and all-round development with character- 
istics of its own. The main characteristics are as follows: (1) In 
industrial production, a SEZ production structure guided by the policy of 
transforming old enterprises simultaneously t‘th the building of new ones, 
is being gradually formed. (2) The industrial structure is now changing, 
and new industries run by large key enterprises and the technology- and 
know-how-intensive enterprises are gradually becoming the main force. (3) 
The scope of foreign fund utilization is rapidly expanding; the number of 
enterprises with overseas Chinese capital, enterprises with foreign capital 
and Chinese and foreign joint ventures have rapidly increased; and the 
proportion of an outward expanding economy is gradually rising. (4) Ter- 
tiary industry, with tourism and commerce as the main components, has rapialy 
developed. This development has played a definite role in changing the SEZ's 
former economic structure and in bringing forth economic prosperity. (5) 
Capital construction is proceeding smoothly, favorable investment environ- 
ments have initially taken shape, and the SEZ has had a solid foundation for 
all-round economic development. Obviously, Xiamen is now developing into a 
comprehensive SEZ of a more open type. Nevertheless, amid these rapid 
developments, there are certain problems which deserve our prompt attention: 


I. Acceleration of Economic Structural Reform, Improvement of Investment 
Environments 


At present, Xiamen SEZ has not yet been free from the confines of the old 
economic structure, and this structural reform cannot keep pace with the 
progress of the open door. For example, despite the rapid increase in 
imports, the SEZ still lacks planning and unified management. In commerce, 
macroeconomic management and the means of regulation are still inadequate 
despite the high speed of currency circulation. Foreign funds are being 

used on an increasing scale, but because of the lack of advanced preparations, 
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difficulty is being experienced in management. Many enterprises with overseas 
Chinese capital or foreign capital and many Chinese and foreign joint ventures 
are now in operation, but unified management and coordination are still 
inadequate. Furthermore, in the absence of elaborate laws, the procedures 

of examination and approval are complex, while the defects of inefficiency 

as a result of excessive administrative levels have not been corrected. All 
these problems are, without exception, attributed to the old system. To 

suit the SEZ's new form and new characteristics, therefore, the introduction 
of a new management system and the adoption of new management methods are 

the important and urgent tasks of the moment. Now, two views are presented 

as follows: 


A. Establishment of a price system for the SEZ that is compatible witl. the 
international price system. Since the economic activities of SEZ's are 
closely related to international economic activities, the use of the old 
domestic price control system can no longer meet the present needs. On the 
one hand, we must change the double determinants of commodity value in the 
SEZ and set the value according to the international standard based on labor 
hours. On the other hand, we should gradually increase the quantities and 
varieties of commodities (except for those important items under state con- 
trol) that are subject to market regulation, and reduce the scope of planned 
regulation so as to eliminate the difference between domestic and foreign 
prices and to solve the problems of uncontrollable prices. 


B. Establishment of a control system suitable for the characteristics of a 
pluralistic ownership system. Since the corporation economy is gradually 

on the rise, the state-owned enterprises should be reformed and operated under 
the system of ownership by stockholders and transferable ownership interests. 
There is now a growing tendency in Xiamen SEZ toward a pluralist system of 
ownership, but the old methods of management still remain. In the system 

of foreign fund control, there are many levels of administration among which 
coordination and cooperation are inadequate. Because of the lack of proper 
coordination among the different levels (including the municipal government, 
the economic and trade commission, the industry and commerce bureau, customs 
bureau, taxation bureau, planning bureau, the bureau in charge, the company, 
and so forth), and the questionable affiliation of some enterprises, such 
problems as difficulty in strengthening administration and ascertaining the 
economic results of foreign fund utilization have remained unsolved over a 
long period. Therefore, the system of SEZ management should be consistent 
with the characteristics of a pluralist ownership so that it can be managed 
at the appropriate levels instead of following some fixed arbitrary rules. 
First, while undertaking the overall planning of the SEZ, a reform should be 
carried out for business operation under a corporation system whereby the 
right to manage will be determined by share rights. Thus a new system of 
management will be formed to suit the development of a corporation economy 
inthe SEZ. Second, the administrative levels should be reduced and smaller 
and better departments in charge should be set up. Joint conferences should 
be held periodically to streamline the relationships and to solve outstanding 
problems so that the SEZ could play its role as a "window" in the experiments 
of new economic policy enforcement and structural reform. 
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As for investment environments, a series of problems in social amenities, 
water and electricity supply, communications and land development have become 
increasingly serious along with the acceleration of foreign fund utilization 
and technology importation. Water and electricity supplies in particular 

are short of the demand. Therefore, it is essential that the infrastructural 
construction projects be expedited. However, the scope of such construction 
should be compatible with our capability and stress should be laid on economic 
results. According to our understanding, an amount of 850 million yuan was 
earmarked for capital construction in 1985. However, since the financial 
resources of the local government (Xiamen SEZ's revenues in 1984 was only 

289 million yuan) anc the state was limited, quite a big gap was left. 
Furthermore, since the many projects simultaneously started were not well 
coordinated, the economic results are bound to be poor. To provide favorable 
investment environments, we must first of all be sure that the scope of 
capital construction is bdsed on the available manpower, money and materials, 
and the work should proceed in a planned and systematic way. At the same 
time, active efforts should be made to utilize foreign funds in supporting 
infrastructura! constructicn. Second, economic legislation should be per- 
fected so that "control by people" will be gradually replaced by control 
according to law, and law will be the governing factor in the SEZ's economic 
life. Third, the technical standards of the work force must be raised to suit 
the development of technology- and know-how-intensive industries. Fourth, 
the financial conditions should be improved to facilitate the horizontal flow 
of funds, and to create the necessary conditions for the floating of bonds 
and for stock transactions as a means of fund raising for enterprises and the 
society. The flow of funds among enterprises are now stifled. Two joint 
ventures (including one Chinese and foreign joint venture) may be cited for 
illustration. One of them had to earn foreign exchange but was short of RMB, 
while the situation of the other was exactly the reverse. Because of their 
different affiliations, the departments in charge, the system and the rules 
and regulations would not permit funds to pass between them. Their operations 
were thus hamstrung. Fifth, economic information and technical service 
companies should be formed to provide consultation, information and technical 
services to the SEZ's and other enterprises at home and abroad, and io serve 
as a bridge for importing foreign know-how. 


II. Problem of Foreign Exchange Balance of Payments 


At present, the problem of foreign exchange balance of payments in Xiamen SEZ 
for both Chinese and foreign enterprises has become a crucial one in SEZ 
development. The rate of foreign exchange earning is low among the joint 
ventures. According to statistics at the end of last year, the average foreign 
exchange earning rate among enterprises with overseas Chinese capital, enter- 
prises with foreign capital, and Chinese and foreign joint ventures was less 
than 12.5 percent, and far from being balanced. The use of foreign exchange 
for the technical transformation of old enterprises is still more problematical. 
According to the technical plan of 1985-1987, nearly $150 billion in foreign 
currency had to be spent each year, while Xiamen SEZ at present can earn only 
$20 to $50 million from its exports. This shortfall of foreign exchange 

will be one of the main restricting factors in technical transformation in the 
near future. 
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At present, the system of "centralized management and unified operation" for 
foreign exchange must be changed. The problem with the shortfall of foreign 
exchange may be solved in the following ways: 


A. A foreign exchange regulation market should be set up in the SEZ so that 
the small amounts of foreign currency scattered among thousands upon thousands 
of households could be flexibly regulated. We can also consider the estab- 
lishment of a civilian foreign exchange regulation center under the auspices 
of a state bank. This center will adopt a floating exchange rate so that 
foreign exchange could be made available to enterprises (or units, but not 
individuals). By transferring foreign exchange at a price higher than the 
established price to those enterprises in urgent need of such cu¢rency for 
investment in production or to maintain a balance of payments in production, 
it will be possible to improve the economic results of foreign currency 
retention and arouse the enthusiasm of the enterprises in exports for foreign 
exchange earning. It will also solve some of the problems of losses incurred 
from the difference in prices at home and abroad, and play a certain role in 
curbing black-market dealings. 


B. We can make some efforts in developing tourism and tourist commodities 

to increase our foreign exchange earnings, in expanding our export of labor 
service or in serving foreigners in other ways (including storage, trans- 
shipping, loading and unloading, management and supplies) to offset our foreign 
exchange spendings comprehensively. In recent years, the number of tourists 
received in Xiamen SEZ has increased several times over, but our foreign 
exchange earnings from nontrade sources have declined a great deal. The 

main cause is that aside from our foreign exchange control policy and the 
problems of social amenities, there have been the factors of commodity 

supply and service quality in tourism. There are more tourist attractions 

in Xiamen than in Shenzhen, but the former's foreign exchange earnings amount 
to less than 10 percent of the latter's. In Hong Kong, 65.7 percent of the 
proceeds of tourism comes from the sales of tourist commodities while in 
Xiamen, such sales amount to only about 16 percent. Therefore, there is great 
potential for tourism as a source of foreign exchange. 


C. We can create a new source of foreign exchange earning through direct 
foreign investment and work out a strategy for its development. 


D. We can develop some strategic trades (in short-term foreign-exchange- 
earning products), support their growth, and alleviate the strain from the 
shortage of foreign currency so as to ensure the SEZ's smooth development. 


III. Scope of Tertiary Industry To Be Expanded in a Planned Way 


There is now a tendency for tertiary industry to develop blindly in Xiamen SEZ 
as shown in the “trade fever" and "service facilities fever." This tendency, 
if allowed to continue for a long time, will inevitably handicap the SEZ's 
importation of advanced technologies and the establishment of modern indus- 
tries, and divert funds to nonproductive investment with many unfavorable 
results. Engels pointed out: "Production may occur without exchange, but 
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exchange--by the very fact that it is only an exchange of products--cannot 
occur without production. ...each of these two social functions constantly 
determine and influence each other." (Footnote 1) (“Selected Works of Marx 
and Engels" Vol 3, p 186) From this, we can see that the development of 
trading companies should be based on the needs of economic development, while 
the level of commodity production, in particular, should be duly raised. 

The unplanned development of trading companies has led to the shortage of 
supplies. Since the lines in which they are dealing are more or less the 
same and the market is not large enough to accommodate all of them, some 
disturbance from the unscrupulous elements may lead to a skyrocketing of 
prices for some goods in short supply. This not only hurts the consumers 
but also affects the domestic market. At the same time, the tying up of 
funds and the diversion of foreign exchange to improper uses would seriously 
handicap economic construction. 


These service facilities have produced poor economic results in the absence 
of any overall coordination. Many service projects have been started re- 
cently (mainly in the form of hotels and restaurants), all striving to be 

of a high class. According to statistics, the hotels and restaurants, 
completed or under construction, have gradually become excessive to the 
demand, and it is estimated that the average utilization rate of these com- 
pleted buildings will be less than 10 percent, while guest houses of the 
medium and lower grades are seriously insufficient. At present 15 percent of 
the guests cannot find any place of accommodation. Therefore, service 
facilities should be developed in the right proportions and with comprehensive 
coordination so as to accelerate the development of tourism and play the 
important role of promoting economic progress. 
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TRANSPORTATION 


GUANGDONG'S IN-SERVICE HIGHWAYS RANK SECOND IN PRC 
HK041037 Beijing ZHONGGUO XINWEN SHE in Chinese 0921 GMT 1 Dec 85 


[Report: "The Mileage of Guangdong's In-Service Highways Ranks Second in 
the Country"] 


[Text] Guangzhou, 1 Dec (ZHONGGUO XINWEN SHE)--During the first 10 months 
of this year, more than 420 kilometers of newly built highway in Guangdong 
came into service, an increase of more than 20 percent over last year. The 
mileage of highways in service throughout the province is 64,200 kilometers 
or so, which ranks second in the whole country. 


Highway construction has been speeded up in Guangdong since the implementa- 
tion of the policy of opening up to the outside world and enlivening the 
domestic economy. There are 10 main highways linking Guangzhou with 
Shantou, Shenzhen, Zhuhai, Zhanjiang, Shaoguan, and other cities. A net- 
work of communication lines has been built in the Zhujiang Delta. At 
present, 98 percent of the districts and 84 percent o. the villages through- 
out the province have access to highways. There are still 28 districts and 
38,000 villages in the outlying mountain regions which are not yet accessi- 
ble to highways. 


Highway traffic construction in Guangdong has been speeded up. It is mainly 
due to the implementation of multichannel ways of building highways. These 
include the methods of encouraging local people to build highways with 
government subsidy; urging districts and villages to rely on their own 
efforts to raise funds; encouraging Overseas Chinese and Hong Kong and Macao 
compatriots to make donations, and in order to build more highways. Accord- 
ing to incomplete statistics, in recent years an accumulative total of 
26,170 kilometers of highways or so have been built by relying on the method 
of encouraging local people in various districts and cities to build highways 
with government subsidy, accounting for more than 40 percent of the total 
mileage. Besides, more than 32,600 kilometers of highways have been built 
by relying on the manpower cf the masses in various districts and villages 
and funds raised by town and township enterprises, accounting for 50 percent 
of the total mileage. 


Seventy-nine highway bridges have been built this year throughout the 
province by relying on the efforts of the province to raise funds. Wooden 
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bridges on main highways have been basically rebuilt and turned into bridges 
of reinforced concrete. Bridges have been built on 10 major highways 
except in those places, including Jiujiang, which have their own ferry pier. 
People can now cross most rivers without using ferries. 


More than 10 counties such as Dongguan, Panyu, Nanhai, Shunde, Zhengcheng, 
Xinhua and others in the Zhujiang Delta, have built highways and bridges 
linking these counties’ districts and villages. There are nearly 100 high- 
ways in Xinhua County's districts and villages, which are over 400 kilo- 
meters in length. In addition, the county is building a number of bridges, 
ferries and docks in order to attain the objective that all c’stricts and 
more than 90 percent of the villages are accessible by highways. 


/6091 
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GUANGDONG TO BUILD NEW RAILWAY LINE UNDER SEVENTH 5-YEAR PLAN 
HK130945 Beijing ZHONGGUO XINWEN SHE in Chinese 1408 GMT 11 Dec 85 


[Text] Guangzhou, 11 Dec (ZHONGGUO XINWEN SHE)--An official of the Guangdong 
Provincial Planning Commission revealed that the construction of the railway 
linking Guangzhou to Meixian and Shantou has been included in the state's 
Seventh 5-Year Plan as a project to be started in the early stage of the 5- 
year plan. 


It is learned that the preliminary budget for the building of the Guangzhou- 
Meixian-Shantou railway ds some 800 million yuan. The state will provide 30 
percent of this sum, and the construction bank will offer loans equivalent to 
55 percent of the budget. Now, the Guangdong Provincial Planning Commission 
has set up a special group 60 study ways to attract foreign investment in 
this railway project. 


According to the initial feasibility study, the Meixian-Shantou railway will 
be 137 kilometers long and will join the Guangzhou-Meixian railway at Niueling 
station, Meixian city. The Meixian-Shantou railway will pass through six 
counties and cities, namely, Meixian, Xingning, Fengshun, Jieyang, Chaozhou, 
and Shantou. Along the railway line, more than 30 large and medium-sized 
bridges will be built, and a number of tunnels will be excavated. After the 
project is completed, direct railway links will be formed between eastern 
Guangdong and Guangzhou, through to Shenzhen. According to a long-term plan, 
railways will be built from Meixian and Shantou to Jiangxi and Fujian pro- 
vinces and a perfect railway grid will be formed in eastern and southern 
China. 
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HUANG HE BRIDGE OPENING--The Changdong Bridge over the Huang He--a key 
project in the Sixth 5-Year Plan--opened to traffic on 31 October. This is 
a single-track railway bridge, linking Shandong and Henan Provinces. It is 
nearly 10.5 kilometers long. This is 3.5 kilometers longer than the Chang 
Jiang Bridge at Nanjing. [Summary] [Beijing Domestic Service in Mandarin 
2230 GMT 31 Oct 85 OW] /6091 


TIANJIN FREIGHT HANDLING--The Tianjin Harbor Bureau has overfulfilled its 
1985 annual state freight-handling quota 2 months ahead of schedule. By the 
end of October, it has handled 1.56 million metric tons of freight. [Summary] 
[Beijing XINHUA Domestic Service in Chinese 1441 GMT 1 Nov 85 OW] /6091 


GUANGDONG OPEN PORT--The State Council recently approved the opening of the 
Guanghai Port in Guangdong to vessels of foreign flags, and the inauguration 
of a Guanghai-Hong Kong-Macao liner service. [Excerpts] [Beijing XINHUA 
Domestic Service in Chinese 0036 GMT 1 Nov 85 OW] /6091 


NANJING ECONOMIC SEMINAR--The seven cities of Chongqing, Yichang, Wuhan, 
Jiujiang, Anging, Wuhu, and Nanjing jointly held a seminar on the economic 
activities of the port cities along the Chang Jiang, the first of its kind, 
in Nanjing from 27 October through 1 November. In a move to strengthen 
cooperation among the port cities along the Chang Jiang, economists and 
theorists attending the seminar exchanged information on, and experience in, 
carrying out economic structural reforms and promoting water transport 
services. They also discussed issues on jointly developing water transport 
services on the Chang Jiang. [Text] [Shanghai City Service in Mandarin 
2300 GMT 3 Nov 85 OW] /6091 


GUANGDONG TRANSPORT, COMMUNICATIONS--The province speeded up the development 
of communications and transportation in the process of readjustment and 
reform during the period of the Sixth 5-Year Plan. The province fulfilled 
the targets set in the Sixth 5-Year Plan for the volume of freight, the 
number of passengers, and the amount of cargo handled by harbors. During 
the Sixth 5-Year Plan, the province built or expanded some ),150 kilometers 
of highway, and built 59 independent bridges. In 1984 alone, the province 
completed 20 bridges each with a length of more than 100 meters, an all-time 
high. By the end of 1984, the total length of highways in the province was 
some 63,090 kilometers. The province also speeded up the development of 
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railway, civil aviation, and sea transportation. During the Sixth 5-Year 

Plan, the province built or expanded 55 ports, bought 337 vessels, and 
increased its cargo handling capacity by 540,000 tons. [Excerpts] 
io Guangdong Provincial Service in Mandarin 0400 GMT 3 Dec 85 HK] 
6091 


SHENYANG CAA OPENS TWO ROUTES--Effective 17 November, the Shenyang Civil 
Aviation Administration in Liaoning Province, newly opened two domestic air 
routes. One route is between Shenyang City and Nanjing City, Jiangsu Pro- 
vince, with stopovers in Dalian City, Liaoning Province, and Qingdao City, 
Shandong Province. Its regular flights are on Wednesday and Sunday each 
week. The other is between Dalian City, Liaoning Province, and Harbin City, 
Heilongjiang Province, with a stopover in Changchun City, Jilin Province. 
Its regular flight is on Tuesday each week. The An-24 passenger planes will 
be used for flight service on these new air routes. [Text] [Shenyang 
LIAONING RIBAO in Chinese 18 Nov 85 p 1 SK] /9274 


NEW HELICOPTER TEST FLIGHT CONDUCTED--The first test flight of China's new 
multipurpose Zhi-8 type helicopter was successfully conducted in Jingdezhen 
City this afternoon. The helicopter is designed and manufactured jointly 

by the (Changhe) Aircraft Manufacturing Plant and China Helicopter Design 
and Research Institute. Ye Zhengda, vice chairman of the Science and Tech- 
nology Committee of the Commission of Science, Technology, and Industry for 
National Defense; Wang Ang, vice minister of Aviation Industry; Liu Fangren, 
deputy secretary of the Jiangxi Provincial CPC Committee; as well as leading 
members of the provincial committee of science, technology and industry for 
national defense and party and government leaders of Jingdezhen City attended 
today's test flight ceremony. [Text] [Nanchang Jiangxi Provincial Service 
in Mandarin 1100 GMT 1l Dec 85 OW] /9274 
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ROC FORMULATES 1986 FOREIGN TRADE PLAN 
(W140917 Taipei Domestic Service in Mandarin 2300 GMT 12 Dec 85 


[Text] The Council for Economic Planning and Development of the Executive 
Yuan has drawn up a foreign trade development plan as part of the 1986 econ- 
omic construction progran. 


It is expected that our country's foreign trade will continue to prosper next 
year. To alleviate the pressure on commodity prices caused by the large 
trade surplus, restrictions on imports will be further lifted next year, 

when the total amount of imports and exports of commodities and labor is ex- 
pected to break the U.S. $60 billion mark and reach U.S. $62.99 billion. Of 
this amount, exports account for U.S. $35.1 billion, and imports U.S. $27.89 
billion, leaving a favorable balance of trade of U.S. $7.2 billion. 


According to the Council for Economic Planning and Development, the world 
economic situation next year will be better than this year's. The devaluation 
of the U.S. dollar will help promote exports, and a brisk export trade will 

in turn spur on domestic investment and the replenishment of stocks, thus 
resulting in a greater need for imports. Because of this, the growth of 
imports is expected to surpass that of exports, which means a reduction of the 
trade surplus. 


/9274 
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TAIWAN 


TAIWAN, JAPAN BUSINESS LEADERS END TAIPEI TALKS 
0W161241 Taipei Domestic Service in Mandarin 2300 GMT 13 Dec 85 


[Text] Taipei—-The 13th East Asian Economic Conference between Chinese and 
Japanese industrial and business leaders has ended. The conference issued a 
joint statement, saying that it will strengthen econowic cooperation and trade 
on the basis of the principle of mutual benefit, further develop the free trade 
system, and strive to strike a balance in trade between the Republic of China 
[ROC] and Japan. 


At the East Asian Economic Conference, Koo Chen-fu, leader of the Chinese 
delegation and chairman of the ROC society for the promotion of industry and 
commerce, and Shuju Hasegawa, chairman of the (?Society for the Promotion of 
Business of Japan) and head of the Japanese delegation, signed the joint state- 
ment yesterday. 


The joint statement pointed out: The two countries will further strengthen 
economic cooperation on the basis of the principle of mutual benefit, promote 
the exchange of visits between people of business and financial circles of the 
two countries, and develop tourism in a cooperative way. 


The statement added: Both the ROC and Japan should strive to reduce the trade 
imbalance between the two nations. Therefore, by making more investments in 
the ROC, strengthening technical cooperation with the ROC, and helping the ROC 
raise its technical standards and industrial structure, Japan will be able to 
do a great deal in helping maintain the trade balance between the two countries. 


/9274 
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SINO-BRITISH TALKS ON HONG KONG LAND PRODUCTION CONTINUE 
HK130545 Hong Kong SOUTH CHINA MORNING POST in English 13 Dec 85 p 19 
[By Frank Choi] 


[Text] The Sino-British Land Commission is expected to reach an understand- 
ing on the complex land production cost today at their resumed meeting. 


But the leader of the Chinese team, Mr Sun Yanheng, said before a Land Com- 
mission meeting yesterday that the share for land production would not exceed 
40 percent of the total land revenue. 


The two sides yesterday failed to reach a conclusion at their sixth session on 
the prickly problem of calculating the average cost of land production. The 
calculations relate to the share revenue agreement on land sale as stipulated 
in the Sino-British Joint Declaration. 


The two sides conferred for about four hours and decided that more time would 
be needed. 


The leader of the British team, Mr John Todd, who is also the Director of Lands, 
confirmed that yesterday's prime focus was on land production cost. 


The meeting had been postponed for a week to allow more time for the two sides 
to study background information. 


It was uuderstood that both sides had to agree on a formala for the calcula- 
tion of land production cost before money from land sales sould be shared 
equally between the Hong Kong and future Special Administrative Region govern- 
ments. 


The issue had been raised in earlier meetings but was found too complicated and 
both sides agreed to postpone their discussions until they studied the back- 
ground information. 


The designated deputy secretary for general duties, Mr Donald Tsang, had his 
first lesson on the work of the Land Commission yesterday when he joined the 
meeting at a member of the British tean. 


Mr Tsang will replace the current deputy secretary for general duties, Mr John 
Chan, who wac also in yesterday's meeting, as a member of the commission. 


/9274 
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HONG KONG EXPORTS DOWN 11 PERCENT IN THIRD QUARTER 


HK260451 Hong Kong HONG KONG STANDARD (BUSINESS STANDARD Supplement) in 
English 26 Nov 85 p 8 


[Text] It was a gloomy third quarter this year for Hong Kong. The govern- 
ment's economic report, released yesterday, showed an 11 percent drop in 
domestic exports, and a 14 percent decline in retained imports of capital 
goods compared with the same period last year. 


Domestic exports to all major markets declined except to China but even so, 
there was a sharp deceleration in the year-on-year growth rate of domestic ex- 
ports to the mainland. 


What might be regarded the silver lining in the clouds was that re-exports 
still recorded growth by about 23 percent in real terms, and there was a 
visible trade surplus of about 8 percent of import values in the third quarter, 
with low inflation and unemployment rates. 


In real terms, total exports grew by an estimated 1 percent while retained in- 
ports of consumer goods were estimated to show no change in the third quarter 
of 1985 over the same quarter last year. Retained imports of capital goods 
declined by about 14 percent in real terms. 


The reports notes that the unemployment and underemployment situation for the 
labor force as a whole deteriorated slightly in the third quarter compared 
with the second quarter of 1985, but was little changed frou the first quarter. 


The seasonally adjusted unemployment rate in the third quarter of 1985, at 3.4 
percent, was higher than in the second quarter, at 3 percent, but roughly the 
same as in the first quarter, at 3.3 percent. 


The underemployment rate in the third quarter of this year was 1.3 percent conm- 
pared with 1 percent in the second quarter and 1.3 percent in the first quarter. 


The rate of inflation remained at a relatively low level during the first three 
quarters of 1985. The year-on-year rate of increase in the Consumer Price 
Index (A) averaged 3 percent in the third quarter of 1985, against 3.3 percent 
in the previous quarter and 8.6 percent recorded in the third quarter of 1984. 
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The Consumer Price Index (B) was on average 3.3 percent higher in the third 
quarter of 1985 than in the third quarter of 1984, while the Hang Seng Con- 
sumer Price Index was 3.4 percent higher. 


On the external sector, the report notes that with the major exception of 
China domestic exports to all major markets declined in the third quarter of 
1985 over the same period last year. 


While domestic exports to China grew by about 21 percent in real terms, 

those to the United States, the United Kingdom, West Germany and Japan de- 
clined by about 11 percent, 22 percent, 18 percent and 15 percent respective- 
ly in real terms. 


The relatively high value of the U.S. dollar and thus the local dollar and the 
relatively low growth rates of major overseas economies, particularly the 
United States, in the first three quarters of this year largely contributed 

to these declines. 


There was a sharp deceleration in the year-on-year growth rate in real terms 
of domestic exports to China during the course of the first nine months of 
1985, from 96 percent in January to an estimated 9 percent in September, re- 
flecting China's recent tightening of control over its foreign exchange spend- 
ing. 


Comparing the third quarter of 1985 with the third quarter of 1984, imports 
grew by about 2 percent in real terms. Reflecting the faster growth in in- 
ports for subsequent re-export, retained imports declined by an estimated 9 
percent in real terms. 


Over the same period, the value of total exports (domestic exports plus re- 
exports) showed no change while that of imports decreased by 2 percent. 


A visible trade surplus, which was equivalent to 8 percent of the value of 
imports, was recorded in the third quarter of thisyear, against a surplus 
of 5 percent in the third quarter of 1984. 


On the financial sector, the report notes that there continued to be ample 
liquidity in the Hong Kong dollar money market, which exerted downward pres- 
sure on local interest rates. This was particularly so in July and early 
August, during which the overnight interbank rate fell at times to below 2 
percent. 


The report said as both the money market rates and the deposit rates set by 
the Hong Kong Association of Banks were consistently below the U.S. dollar 
interest rates, the growth rate of Hong Kong dollar deposits was lower than 
that of foreign currency deposits. 


On the labor sector, the report observes that, comparing June 1985 with June 
1984, employment in the services sector--particularly in the wholesale, re- 
tail, import and export trades--increased. But this was partly offset by the 
decline in employment in manufacturing and on building and construction sites. 
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The report observes that the slowing down in manufacturing activity continued 
into the third quarter of this year, as evidenced by the figures on domestic 
exports, the order-book position of a selection of large manufacturers, re- 
tained imports of raw materials and semimanufactures, and electricity con- 
sumption by the industrial sector. 


On the property sector, the report says that renewed confidence coupled with 
the successive reductions in mortgaged rates have helped to stimulate demand 
for residential property. 


Also, demand for commercial property in prime locations continued to improve, 
and prices and rentals in these areas increased. 


The report says the demand for high quality industrial property appeared to 
have been sustained, with prices and rentals showing some increase. 


On prices, the report says that the relatively low rate of inflation was due 
to a nwaber of domestic and external factors. For example, aggregate demand 
in the economy was not particularly strong, the exchange rate of the Hong 
Kong dollar remained relatively stable against the U.S. dollar, the rates of 
inflation in Hong Kong's major trading partners were moderate, and world com- 
modity prices were generally soft. 


/9274 
CSO: 4020/138 


113 














JPRS=-CEA=86-004 
9 January 1986 


HONG KONG 


HONG KONG DOMESTIC EXPORTS FALL 11 PERCENT IN OCTOBER 


HK270801 Hong Kong SOUTH CHINA MORNING POST (BUSINESS NEWS Supplement) in 
English 27 Nov 85 p 1 


[By Paul Baran] 


[Text] Trade figures released yesterday showing another drop in domestic 
exports and a lower rate of re-export growth, virtually killed any remaining 
hopes of a turnaround in the territory's sagging external trade performance. 


The Census and Statistics Department figures showed domestic exports plunged 
1l percent to $11.1 billion last month on a month-on-month basis, while re- 
exports hit $8.4 billion, up only seven percent over the same period. 


Imports last month rose almost two percent to $19.9 billion over the year-ago 
month, giving the territory a $368 million trade deficit against a $748 
{million] surplus last year. 


For domestic exports, last month's drop is the eighth in a row. 


Total exports last month, including re-exports, fell four percent to $19.5 
billion. 


Domestic exports registered seven percent and eight percent month-on-month 
drops in September and August, respectively, while re-exports scored gains of 
16 percent and 23 percent in the same two months. 


On a year-to-year basis, the decline in domestic exports was seven percent to 
$106.1 billion, with re-exports up 31 percent to $87 billion. 


Imports rose 3.4 percent to $188.9 billion in that period, giving the ter- 
ritory a $4.2 billion trade surplus for the year so far against a $1.8 
[billion] deficit in the year-ago period. 

The figures support the move of the financial secretary, Sir John Bremridge, 
to admit his mid-year forecast of 4-1/2 percent growth in Gross Domestic 
Product was unrealistic. 


That forecast was based on a one percent gain in domestic exports this year. 
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Trade analysts were quick to blame the on-going clamp-down on foreign exchange 
controls in China--Hong Kong's major re-export market--for the drop in that 
sector's growth. 


They pinned the continuing slump in domestic exports on a variety of worldwide 
economic factors, ranging from the strength of the U.S. dollar--to which the 
Hong Kong anit is pegged--to a slowdown in the economies of Hong Kong's 

many trading partners, particularly the U.S., in the first three quarters of 
the year. 


Against September, domestic exports last month grew 1.7 percent to $11.1 
billion, with re-exports up 1.8 percent to $8.4 billion and imports up 9.6 
percent to $19.9 billion. 


In the past three months, domestic exports fell almost 12 percent to $34.1 
billion, re-exports rose 15 percent to $25.5 billion, while imports fell less 
than one percent to $57 billion. 


During that period, the territory's trade surplus narrowed to $2.3 billion 
against the $3.5 billion in the year-ago period. 


Over the last 12 months, domestic exports fell 4.4 percent to $129.6 billion, 
re-exports rose 32.7 percent to $104.1 billion, while imports gained 9:2 per- 
cent to $229.6 billion. 


That performance gave the territory a 12-month trade surplus of $4.1 billion, 
against a $4.5 billion deficit in the year-ago period. 


/9274 
CsO: 4020/138 


115 











JPRS-CEA-86-004 
9 January 1986 


HONG KONG 


HONG KONG ELECTRONICS, CLOTHING, TEXTILE EXPORTS DROP ‘SIGNIFICANTLY ' 


HKO040641 Hong Kong SOUTH CHINA MORNING POST (BUSINESS NEWS Supplement) in 
English 4 Dec 85 p 3 


[By BUSINESS NEWS Editor Jerry Norton] 


[Text] Hong Kong's electrical and electronic product exports dropped 25 per- 
cent in value in the third quarter compared with the same period a year 
earlier, the biggest decline among leading product groups. 


Statistics released by the government yesterday also showed wearing apparel 
and textiles falling significantly, by 14 and 1l percent, respectively. 


In line with other statistics in recent months demonstrating a steady weaken- 
ing in foreign demand for Hong Kong products, the figures found the overall 
value of domestic merchandise exports down 12 percent in the third quarter 
against the same period a year earlier. 


In absolute figures, that reflected a $4.7 billion drop to $34.5 billion. 


Among the specific categories, electrical and electronic product exports 
plunged $2.2 billion to $6.9 billion, wearing apparel $1.2 billion to $7.7 
billion, and textiles $800 millicm to $6.4 billion. 


Notable declines were also registered for plastic products, basic metals and 
fabricated metal products, chywmicals, agricultural goods, rubber products and 
several other categories. 


The U.S. computer industry, a prime market for Hong Kong electronic goods, has 
been experiencing a major shake-out this year that has hurt a number of local 
firms. 


The most prominent casualty has been Atlas Industries, which went off the 
stock market boards this fall after piling up substantial debts when IBM 
cancelled orders with the company. 


A glut in the U.S. telephone market, combined with a change in technical 
standards there also hit Hong Kong suppliers, while the general failure of the 
U.S. to maintain a fast pace of economic growth this year has been no help on 
the electrical appliance side. 
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The last has been a negative factor for textiles and apparel as well, as has 
a consistent toughening of U.S. import restrictions on those goods. 


Exchange rates have also received part of the blame. The pegging of the Hong 
Kong dollar to the U.S. unit has made Hong Kong goods relatively more expen- 

sive in non-U.S. markets, making it difficult for those areas to pick up the 

slack created by slow U.S. demand. 


Another factor has been China's clampdown on foreign exchange spending and im- 
ports of certain items, preventing that market from taking off as much as 
local businessmen had hoped. 


Despite the problems, some industries did buck the general downtrend, with 
tobacco exports up 157 percent, electricity 101 percent, beverages 40 percent 
and footwear 31 percent. 


But while impressive in percentage terms, in absolute value those increases 
fell well short of the magnitude needed to balance the declining sectors, 
which tended to be much more important in Hong Kong's overall trade picture. 


For example, tobacco was the biggest gainer dn dollar figures, but that meant 
a rise of just $155 million, to a $253 million total. 


In contrast, of the six most important industry groups to Hong Kong in value 
terms, the only one not to show a decline was that of professional and optical 
equipment, which managed an increase of just two percent. 
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HONG KONG DOMESTIC EXPORTS FALL 7 PERCENT 


HK160741 Hong Kong SOUTH CHINA MORNING POST (BUSINESS NEWS Supplement) in 
English 16 Dec 85 p 1 


[By Robert Mayerson] 


[Text] Domestic exports to all of Hong Kong's major markets, except China, 
plunged in the first 10 months of this year, according to figures released 
by the Census and Statistics Department yesterday. 


The largest percentage decreases were to Britain (20 percent), West Germany 
(20 percent) and the Netherlands (17 percent), where the effects of a slow 
economic recovery, combined with a relatively strong Hong Kong dollar, 
spoiled the attractiveness of many local products. 


Protectionism-threatened exports to the U.S. Hong Kong's largest market, fell 
much more gradually at nine percent. 


But the sheer size of the total meant the $4.5 billion drop in U.S. purchases 
nearly equalled the decrease in shipments to all other major markets combined. 


China was the only export bright spot, with a 47 percent increase in local 
purchases to $12.7 billion for the 10 months. 


China trade also dominated the healthy entrepot trade area as re-exports to 
the country jumped 89 percent to $38.8 billion. 


Re-exports to the U.S., Japan and West Germany also increased, with much of 
the increase believed to be based on shipments through Hong Kong of China- 
made products. 


China itself was the destination for nearly 45 percent of all re-exports. 


Although nearly all domestic export categories saw declines in the first 10 
months, the worst rates of decrease were seen in electrical and electronic 
goods. 


Exports of telecommunications and sound equipment plunged 18 percent, or $1.6 
billion, while shipments of electrical machinery and appliances fell 13 percent, 
or $1.3 billion. 
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Clothing exports, the largest category, declined at a more gradual rate of 
seven percent in the 10 months. 


Clothing exports to the U.S. in fact, rose one percent, or $104 million, but 
this was overcome by drastic decreases in shipments to Britain and Germany, 
down 18 and 23 percent, respectively. 


Analysts say Hong Kong products in those markets are facing ever stiffer com- 
petition from clothing manufactured in low-cost European countries like Spain 
and Portugal. 


Sut, again, the size of the clothing category meant the $2.8 billion drop was 
cue largest in monetary terms. 


The most significant decreases in shipments to the U.S. were also in electrical 
and electronic goods, with a 32 percent fall in exports of telecommunications 
and sound equipment leading the list. 


Sales of office machines dipped 29 percent, or $1.4 billion, and those of 
electrical appliances slipped 17 percent, or $902 million. 


High-technology goods made up the bulk of China's export increase, with a 248 
percent jump in the purchases of locally-made office machines to $1.03 bil- 
lion. 


Other increases were seen in telecommunications and sound equipment and such 
items as baby carriages, toys and games. 


On the import side, significant increases were seen in shipments from Taiwan 
(up 23 percent), Germany (up 23 percent), Italy (up 20 percent) and Korea (up 
19 percent), while the two largest suppliers, China and Japan, increased their 
sales to the territory by one and four percent, respectively. 


As reported earlier, total domestic exports dropped by seven percent in the 
10 months to $106 billion, while imports added on three percent to $189 
billion. 


Re-exports rose three percent to $87 billion. 
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HONG KONG INDEX DROP LINKED TO ‘POLITICAL RUMBLINGS' 


HK280616 Hong Kong SOUTH CHINA MORNING POST (BUSINESS NEWS Supplement) in 
English 28 Nov 85 pp l, 4 


[By Eric Ellis] 


[Excerpts] It was only half a trading session, but it was 2-1/2 hours most 
bulls would prefer to forget. 


The market lost a whopping 32.10 points in the first hour of business, and 
found only 0.13 of a point in later trading to strike home the fact that Hong 
Kong investors are still more than a little nervous when it comes to political 
rumblings concerning the territory's future. 


Many analysts, who on Monday said the comments of NEW CHINA NEWS AGENCY head 
Xu Jiatun were almost forgotten as the market corrected half of Friday's 
losses, were forced to think again as "latest developments" from the current 
bout of discussions concerning Hong Kong's future were being thrashed around 
the market. 


The market, a fair litmus test of confidence levels in the territory, is becom- 
ing increasingly jittery and cautious about the outcome of the talks. 


With many investors seeing no firm acknowledgment of goodwill, compromise or 
declaration emerging, the very basis of the current bullish phase is being 
posed a real threat. 


The market has weathered fiercer storms than this one, but just when record 
prices were about to be breached and capitalizations rerated, political 
nervousness has raised its head. 


But the basic fundamentals have not changed. 


The big companies, the Cheung Kong group, the Wharf empire and similar en- 
tities, are still cashed up and looking for acquisitions, if not already work- 
ing on strategies, but several other ventures must be watching developments in 
Beijing with a keen eye. 
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Feeling from the trading floor is that investors must take into account the 
various wild cards thrown up by politicians, but that "sanity" will prevail 
in the long run. 


The underlying bullish sentiment which has blossomed into a runaway Hang Seng 
Index for the past two months is somewhat at odds with this recent spate of 
flexing of the political muscles. 


Market participants want it to go, to move, but feel hesitant about actually 
doing something about it lest they get their fingers--and portfolios--burned. 


Analysts concur that in the days before Mr Xu made his controversial remarks, 
it was takeover and corporate activity, real and speculated, which fuelled 
the rises, which spawned the resultant profit-taking. 


That corporate scene has been understandably quieter this week and last, 
prompting an element of concern that something is needed to give it another 
spur along in case the drawing out of the political process takes away too 
much momentum. 


For the local record the Hang Seng Index remained above 1,700 points, but 
only just at 1,706.38 points and further markdowns are expected before resolu- 
tions to the political question are clarified. 


It wasn't all Sino-Hong Kong-British toing-and-froing which gave the market the 
jitters. 


As bank rates moved up, so did the expectation that the prime interest rate 
would be increased by a point at Saturday's meeting of the Hong Kong Associ- 
ation of Banks. 


The local dollar continues to strengthen against a U.S. dollar under pressure 
from a Japanese yen, all of which bears relevance to the question of local 
interest rates, which are still attractive by world standards even raised 
another point. 
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CATHAY PACIFIC FLOAT, 1997 POLITICS INFLUENCE HONG KONG MARKET 


HK300434 Hong Kong SOUTH CHINA MORNING POST (BUSINESS NEWS Supplement) in 
English 30 Nov 85 pp l, 4 


[By Eric Ellis] 


[Text} Yesterday's share market jumped sharply ahead in a session heavy with 
ingredients on which the romance of Hong Kong investment is founded. 


A variety of rumors, the politics of 1997, a major corporate move in the form 
of the flotation of Cathay Pacific all figured in the action as the Hang Seng 
Index rose 31.45 points to 1,716.95. 


Jardine Matheson, as so often happens, was one of the prime rumor subjects. 


Jardines' ruling Keswick family was held by the speculation to have off- 
loaded their estimated eight percent of the hong to interests associ- 
ated with Mr Li Ka-shing, as a prelude to a rumored wider tilt at the most 
venerable of Hong Kong's traders. 


That talk was generally treated with the appropriate measure of disdain, and 
observers reported "that a light is still burning. on the 48th floor of the 
Connaught Centre." 


Whatever the reasons, Jardines put on an impressive 40 cents to finish at 
$13.10. 
8 





Another event of major significance to yesterday's market, and indeed the 
sessions ahead, was a little more tangible--the outcome of the Bethjapg Joint 
Liaison Group [JLG] meeting concerning the future of Hong Kong. 


The market has experienced a volatile week, due mostly to the earlier musings 
by the head of the NEW CHINA NEWS AGENCY here, Mr Xu Jiatun, be they unwitting, 
calculating or heavy-handed. 


Market insiders were cautious all day pending some information as to how the 


discussions were proceeding, mindful of the 50-point collapse of a short week 
ago. 
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But there was no such collapse yesterday. The Hang Seng Index's hefty gain 
once again gave the leg-up well over the psychological 1,/700-point barrier. 


The announcement many had been waiting for, the JLG press statement, was not 
released until after the market closed. When it came there were audible 
sighs of relief from participants eager for some news. 


Analysts, who indicated many investors had anticipated a positive announce- 
ment, expressed mixed feelings over the actual statement and its likely ef- 
fect on the market. 


They said the carefully worded release lent itself to some interpretation and 
Saw several significant points to consider when reading between the lines. 


The eight-paragraph statement is somewhat colorless in its description of the 
crucial talks, but it does offer Hong Kong citizens reassurances the discus- 
sions were held in an "atmosphere...friendly and co-operative." 


Six of the references to the summiteers call them the "group" as a collective, 
drawing no distinction between either negotiating party, and thus giving an 
impression of co-operation and agreement. 


However, in alluding to the developing furor over the direction of basic law 
proceedings, the wording is different. 


"The two sides discussed recent changes in the political system in Hong Kong," 
the statement says. 
"Recent changes," of course, refers to the disquiet expressed by Mr Xu and 
echoed catastrophically in a 50-point decline in the market and volatility 
during the week. 


The use of the words "two sides" rather than "group" in that reference and 
that reference only was interpreted by some as suggesting an adversary situ- 
ation instead of a cooperative meeting of the minds on that sensitive issue, 
and that efforts to smooth the waters in that regard may be meeting some re- 
sistance. 


All of which has considerable relevance for the Hong Kong market and the atti- 
tude of local investors, but more particularly for the conservative foreign 
money which provides the foundation of a solid market in’the world arena. 


Broking research ex-London suggests Hong Kong has some short-term bargains, 
with the emphasis on short-term, with the brokers shying away from recommend- 
ing long-term punting. 


Volume has been noticeably thinner $264 million yesterday) since the Xu affair 
exploded into public prominence, and it appears the market needed the corpor- 
ate news gen of Swire Pacific's decision to float Cathay, in addition to 
cautious optimism about the Beijing talks, to give it yesterday's bullishness. 








Swire, understandably, was traded up in Hong Kong after brisk overnight buy- 
ing in the city, and the stock closed 50 cents stronger at $29.60. 


Yet, dealers were saying that now that much of the mystery as to Swire's in- 
tentions has left the stock, so might the bulls, who traded it to record 
levels on the speculation and could sell on the firm news, in the belief the 
market has discounted the Cathay float proposal. 


To complete a classic Hong Kong session, there was serious talk about the 
affairs of a bank which has been suggested on more than a few occasions to 
be under pressure, but yesterday was moving ahead. 


Ka Wah, whose board has consistently rejected speculation the bank is in any 
difficulty, was marked up seven cents to $1.11, with rumors of a China-backed 
bid at $1.07 a share. 


The stock was the most prominently traded on all exchanges and rose to $1.14 
at one stage. 
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HONG KONG TRADE MISSION TO VISIT TIANJIN, SHENYANG, DALIAN 


HK120619 Hong Kong SOUTH CHINA MORNING POST (BUSINESS NEWS Supplement) in 
English 12 Dec 85 p 3 


[By Paul Baran] 
[Text] Beijing's continuing curbs on foreign exchange spending are not ex- 
pected to deter local firms from taking part in the Trade Development Voun- 


cil's [TDC] first business mission to three major northeastern cities. 


In fact, a TDC spokesman said yesterday the 40-member mission to Tianjin, 
Shenyang and Dalian, from 23 March to 9 April, should be oversubscribed. 


The mission is part of the council's strategy of expanding trade links with 
China, now''Hong Kong's second largest export market. 


China is also Hong Kong's largest market for re-exports and imports. 


Local domestic exports to China in the first eight months of this year soared 
61 percent to $10.4 billion over the year-ago period. 


Re-exports rose 116 percent to $32.3 billion. 


The council recently sharply raised the percentage of its resources devoted to 
China. 


There is also increasing emphasis on Japan. The council is organising a mis- 
sion to go there from 26 January to 6 February. 


China trade sources said conditions are ripe in the three cities for mission 
members to gneerate strong sales. 


They noted, however, the TDC has been slowed to wake up to China's potential 
and its latest move seems to be a spin-off from the weakness in the U.S. market. 


The China mission, sponsored by the subcouncils of the China Council for the 


Promotion of International Trade in the three cities, follows others organised 
by the TDC in recent years to Guangzhou and Shanghai. 
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Both Tianjing and Dalian are busy port cities with the same status as pro- 
vinces. 


Landlocked Shenyang, the capital of Liaoning Province, is a major industry 
base. 


The spokesman said Beijing's tough foreign currency controls are aimed at 
curbing spending on luxury items. 


As a result, the focus of the mission will be on sales of non-luxury items, 
including heavy machinery. 


The country's latest foreign exchange reserves figure for the third quarter 
was also at its highest level for a year, he said. 


The foreign exchange controls, introduced earlier this year, have put a big 
dent in exports of many items to China. 


The mission also stands to benefit from the current trend towards decentral- 
isation in the country, the spokesman said. 


During the trip, he said delegates will be able to visit other major business 
centres in the vicinity to promote sales and keep up with the latest economic 
developments. 


Investment opportunities in the region can also be explored, he said. 


During the trip, the council plans to conduct several seminars and small 
product exhibitions, he said. 


The mission will cost the TDC about $250,000 in promotion and related ex- 
penses. 


Although partially subsidized, members will pay their own expenses. 
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PRC HAS FINANCIAL STAKE IN HONG KONG'S 2D CROSS HARBOR TUNNEL 
HKO60711 Hong Kong HONG KONG STANDARD in English 6 Dec 85 pp l, 24 
[By Stephen Morgan] 


[Excerpts] A consortium led by the giant Japanese cons*ruction firm Kumagai 
Gumi has won the $3 billion contzact to build the second cross harbor tunnel. 


This is one of the largest construction projects announced in recent years and 
a major partner is the China International Trust and Investment Corporation. 


Work on the 2.5 km Eastern Harbor Crossing linking Cha Kwo Ling on Kowloon to 
Quarry Bay on the island will begin early next year and is expected to be conm- 
pleted by late 1989. 


The secretary for transport, Mr Lan MacPherson, said the project demonstrated 
the long-term confidence of investors in liong Kong. 


Bidding for the contract was a fierce struggle between the Kumagai group, re- 
named the New Hong Kong Tunnel Consortium, which is backed by Chinese inter- 
ests, the present Cross Harbor Tunnel Company and the Jardine Matheson sub- 
sidiary Gammon Construction. 


"It expressed the very high degree of confidence those who put in for the con- 
tract have in the future of Hong Kong," Mr MacPherson said. 


The contract calls for the financing, building and operation of the new crossing 
which will be a joint road and rail link. The consortium also has the right to 
sublease the management of toll collection and maintenance of the tunnel. 


The consortium comprises four main partners: Kumagai Gumi and its associates, 
the Chinese-backed Everbright and the Japanese firm Murubani Corporation; 
Lilley Construction of Britain; the local Paul Y Construction; and, China 
International Trust and Investment Corporation (Citic). 


Apart from Citic, the other firms are all major construction companies which 
have handled a number of large MIR [Mass Transit Railway] contracts, Kumagai 
building the MTR tunnel. 








Because of the Chinese interests, the consortium was widely tipped as the 
front runner for the contract. Yesterday, Mr MacPherson refused to say 
whether this was a factor. He merely pointed out that the offer provided 
the most attractive package of engineering, finance and toll stability con- 
ducive to meeting the needs of the community for a second tunnel. 


The government press release listed Citic as the fourth partner, whereas the 
consortium listed it as the second after Kumagai Gumi, which may suggest 
the importance of Citic in the composition of the group. 


It is understood the consortium will inject $1.25 billion in equity into the 
project. But last night it was reluctant to discuss any aspects of how the 
project would be financed and the share of each of the major partners in the 
deal. 


These details would be made available once the project was underway, the 
spokesman told THE STANDARD. 
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BRIEFS 


HONG KONG STOCK MARKET RECOVERING--After the flight to nether regions on 
Friday, buyers returned to the market yesterday to indulge in some selec- 
tive buying and push the Hang Seng Index up by 23.67 points to 1,736.49. 
Apparently cooler heads had decided that Beijing was not trying to torch 
the place as was the general impression in the market place on Friday when 
the index shed nearly 50 points. Over the weekend, attempts had been made 
to rationalise Xu Jiatun's criticism of the British attempts at political 
reforms in the territory. Although there was no attempt by Beijing to back 
down on its stand, both parties were showing a willingness to sound reason- 
able and not rock the boat. At least that is how Hong Kong chose to read 
the situation. The market, contrary to expectations, opened strongly. 
[Excerpt] [Hong Kong HONG KONG STANDARD (BUSINESS STANDARD Supplement) in 
English 26 Nov 85 p 1 HK] /9274 
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